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REVIEW 


ANY companies are planning to get a 

postwar edge on their rivals by shifting 
their plant locations, according to a field 
survey by Modern Industry (see feature 
abstract in this issue). Taking to heart the 
oft-repeated claim of experts that eny firm 
can reduce costs and build sales with a new 
plant in the right location, an increasing 
number of manufacturers are evaluating 
their present sites and plotting their ideal 
locations. Such factors as transportation, 
availability of labor, plant services, and 
proximity to markets and suppliers are 
being double-checked before a decision is 
reached to move or stay. 

Indications -are that industrial plant 
construction will increase substantially in 
the postwar years. (An estimate by the 
F. W. Dodge Corporation places the increase 
at 30 per cent over the decade of the 
thirties.) Old and obsolete plants in con- 
gested areas are not likely to be replaced 
by plants on the same sites, and relatively 
more manufacturing will be done in decen- 
tralized areas. Before building or relocat- 
ing, however, industry would do well to 
ponder carefully the strategi¢ factors in- 
volved in site selection. (Turn the page for 
pointers on selecting a favorable location 
and a good plant site.) 


RITING in Factory Management and 

Maintenance, Whiting Williams finds 
that with the blessings of victory in Europe 
has come “a heap of headaches” for man- 
agement and workers alike. Management's 
post-VE perplexities are matched by labor’s 
uncertainties and its fears of unemployment, 
demotion, insecurity. Mr. Williams outlines 
eight steps by which managers can allay the 
“practically universal uncertainty and fear” 
which the authér perceives on all sides (pp. 
242-244). 
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General Management 


Is Your Plant in the Wrong Place? 


(er may be the last good chance 


to re-examine your plant’s geo- 

graphical location and building 
site to make certain that you won’t be 
paying a hidden but decisive price to 
do business in the wrong place. Be- 
cause rivals are double-checking their 
locations for postwar competition, your 
company cannot afford to ignore this 
potential means of lowered costs. 

Industrial engineers and builders are 
booked up with new location surveys 
and new plant plans. Agents of' rail- 
roads and utilities are working over- 
time to find new sites for customers 
and likely prospects. One leading en- 
gineering firm reports that nearly all 
its clients have expansion plans, and 
that 50 per cent of them call for shifts 
in location. It’s a sign, evidenced else- 
where, of substantial changes in fac- 
tory location; a trend that may even 
accelerate if the proposed speed-up in 
building and equipment write-offs be- 
comes part of the revised Federal tax 
law. 

Men in industry expect continued 
high labor-and materials costs, are hop- 
ing to offset these by shaving costs of 
distribution, transportation, plant ser- 
vices and overhead. Also, they hope 
to find more productive workers in an- 
other place, who will earn the higher 
wages. ° 

Many companies are moving closer 
‘to markets, especially new markets. 
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Others plan to pare freight bills on raw 
materials by getting closer to suppliers. 
Still others are moving out of con- 
gested centers to get cheaper land, 
elbow room for efficient building lay- 
out, space for expansion, and to avoid 
the intense competition for labor and 
the high living costs of cities, which 
boost wage rates. 

A number of companies hope to im- 
prove labor efficiency by shifting to 
communities and locations that offer 
“country living” for employees. Some 
are even planning to break up central: 
ized operations and shift to several 
smaller units. 

In choosing the ideal location, rela- 
tive importance of market, materials 
and labor will vary between companies, 
ot course, but those three factors domi- 
nate choice of plant location for nine 
out of 10 companies. Here is a way 
to check on the present location of your 
factory and get a quick picture of your 
ideal location: 

Plot the area or areas of market con- 
centration on an outline map. (If you 
or your sales manager don’t have data 
on geographic sales, now is the time 
to get it together.) Plot your major 
supply sources—materials and parts— 
on the same map, using triangles or 
other symbols. If they don’t fit com- 
fortably into your market area, consider 
new suppliers. Map should show rail- 
roads, highways, water routes, possibly 

















The Management Review 








side 
rate 
the 


rate 
sho 
crit 
dat 
abl 
tic: 





on raw 
»pliers. 
f con- 

land, 
ig lay- 
. avoid 
or and 
which 


to im- 
ing to 
: offer 
Some 
entral- 
several 


, Tela- 
terials 
panies, 
domi- 
r nine 
a way 
f your 
f your 


t con- 
[f you 
e data 
. time 
major 
arts— 
les or 

com- 
nsider 
y rail- 
ssibly 


Review 





airports to give a quick visual check 
on these services in areas being con- 
sidered. Coal resources, electric power 
rates, water suppliers can be added to 
the map if they govern location as much 
as or more than the market. Wage 
rates and availability of workers won’t 
show on the map, of course, but will be 
critical factors in location plans. Labor 
data which you may require are avail- 
able from the Bureau of Labor Statis- 
tics, Washington, D. C., which has 
material on the labor supply in impor- 
tant areas, and local U. S. Employment 
Offices. 

A map of this kind will enable most 
companies to select two or three areas 
favorable as to market, supply, trans- 
port. Comparisons can then be made 
when other data on labor supply, power 
rates, local taxes are added, and one 
area can be picked for detailed plant 
site study. 

Plant location—in the broad sense— 
affects distribution costs, materials 
costs, governs the labor supply, in addi- 
tion to having a vital bearing on output 
and labor efficiency. The following are 
some major features which engineers 
and industry planners always consider : 
(1) Land: Ample, inexpensive land 
permits a modern one-story plant, 
leaves room for parking space, allows 
for expansion. Level ground is im- 
portant for efficient building layout, 
good soil for foundations. (2) Trans- 
portation: Site must be convenient to 
rail lines and highways. This not only 
lowers handling costs on receiving and 
shipping, but also allows ready access 
to plant for workers. (3) Surround- 
ings: “A good place to work” implies 
attractive surroundings, away from 
congested industrial areas. (4) Other 
factors: Site is picked with regard to 
local zoning restrictions that might 
affect cost of operations. If locality is 
inside town line, fire and police protec- 
tion will be assured. 
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-terrent to wise thinking. 











































The following are some additional 
facts which should be weighed carefully 
before making final selection of the new 
plant site—or deciding to remain at the 
old one: Utility rates range as much as 
100 per cent, depending upon locality, 
quantity used. Your electric bill may 


not be a sizable item now, but more 


mechanical equipment, new methods 
like infra-red drying, high-frequency 
induction heating, plus air conditioning 
will increase electric consumption, un- 
derscore importance of low rates. 


Although sewage and waste disposal 
facilities do not present major problems 
for many companies, they do affect 
costs and community relations. On the 
right plant site, disposal of solid wastes 
can be turned into an asset, used to fill 
land. 


Except in the case of large companies 
requiring head offices, an up-to-date 
combination plant and office on one 
convenient site cuts costs, saves man- 
agement time. If your present plant 
site cannot provide modern office space, 
the enforced use of separate facilities is 
padding your overhead costs. Decen- 
tralized operations mean more corre- 
spondence and paperwork and require 
the services of a larger office force. 


Some companies, of course, cannot 
consider a change despite the fact that 
their present location is unfavorable on 
several counts. Firms with seasonal 
operations, for example, can move 
around somewhat but are tied to large 
labor markets which can supply and 
reabsorb workers. Companies serving 
other companies or a special market, 
such as New York dress manufac- 
turers, have little choice in location. 


On the other hand, many companies 
pass up excellent opportunities to shift 
operations because owners or managers 
“like the place.” This is a strong de- 
It’s best to 
eliminate personal judgment, to draw 
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up a profit-and-loss statement showing 
present costs (freight, services, taxes, 
maintenance, etc.) as against costs at 
a new location. Then let the dollars 
make the decision. 

Companies with a good idea of the 
general area in which their ideal plant 
should be located can obtain valuable 
help and advice at no cost. Railroads 
and public utilities employ industrial 
agents who are eager to provide litera- 
ture on the states and towns which 
they serve, and will undertake an inten- 
sive investigation for suitable plant 






VEN a blind man can see the 
E heap of headaches which V-E 
Day has unloaded into the lap of 
management. All he needs is a lively 
appreciation of the threatening poten- 
tialities of uncertainty and fear—prac- 
tically universal uncertainty and fear. 

Today the specter of unemployment 
is before millions of wage earners. 
The same holds true for salaried fore- 
men—many of whom are faced with 
the dual uncertainties of unemploy- 
ment or demotion. It was these two 
fears, plus the fear of discharge on the 
complaint of union stewards and with- 
out appeal, which caused the forma- 
tion of the first and largest chapter of 
the Foreman’s Association of America 
at the Ford plant. 

Likewise, a huge number of union 
leaders now fear for the postwar 
security of their organizations. Even 
those who have managed to keep their 
no-strike pledge are concerned about 
the continuance of dues payments, be- 
cause the moment victory releases 
them from that wartime promise, they 
must start worrying about the reten- 
tion of membership maintenance—- 
since this was established by the gov- 
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Postwar Fears of Management and Men 


sites along their lines. State govern- 
ments, too, and local chambers of com- 
merce will work hard to find a place 
for you. The Federal Power Commis. 
sion, Washington, D. C., offers a book- 
let, Typical Electric Bills, which will 
aid in a preliminary survey of power 
rates. Some companies will prefer— 
as many are doing—to turn the loca. 
tion and site selection over to inde 
pendent experts for a complete, im- 
partial study and a recommendation on 
moving or staying. Modern Industry, 


May 15, 1945, p. 41:5. 


ernment in return for the no-strike 
pledge. Besides worrying about cur- 
rent legislative attacks on the closed 
shop in several states, many of these 
leaders now fear the peacetime possi- 
bilities of other state and federal re 
strictive laws. 

In addition to having given a big 
push toward the PAC-CIO, | this 
bundle of worries accounts for the re- 
cent demands for high hourly rates 
with which to offset the expected 
shorter workweeks, for longer vaca- 
tions, generous dismissal pay, sick 
leave pay, paid insurance, veterans’ 
funds, elimination of geographical 
wage differentials, and for seniority as 
the chief basis of promotion. Sim- 
ilarly aimed toward a_ shock-proof 
unionism are, of course, the strenuous 
campaigns for enrolling foremen and 
office workers, for more voice in man- 
agement, and for a larger part in both 
domestic and world-wide politics and 
government. 

It is worth noting that all these 
drives differ considerably among the 
various organizations, and differ large- 
ly because of variations in the intensity 
of their postwar fears. 
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Thus, most AFL leaders expect 
fewer organizational jolts from the 
war's end than do their CIO com- 
petitors. Because these latter have 
always had so much faith in the sales 
appeal of “ten cents more per hour,” 
they are widely considered to have 
done a poor job of building loyalty to 
the labor movement as an ideal worth 
defense through thick and thin, in good 
times and bad. As soon, therefore, as 
prospects fade for that ten cents or for 
increased take-home, their member- 
ships and dues, so say their com- 
petitors, can be expected to fall off 
seriously—at just the time, further- 
more, when maintenance of member- 
ship (perhaps also union and closed 
shop) would be in jeopardy. 

Still further, among the smaller, so- 
called independent unions led by Matt 
Smith, these fears of the great tran- 
sition can almost be said to be trans- 
muted into hope—hope that, once the 
wage elevator breaks down, large 
numbers of members in the biggest 
(CIO) unions will feel that their offi- 
cers have become too highly paid, too 
autocratic, too insulated and remote, 
and too absorbed with national and 
international affairs to champion for 
the gripes of their rank-and-file dues- 
payers. 

Precisely this same hope or belief 
that big and allegedly unsold unionism 
will be easy picking is evidently shared 
by John L. Lewis. ‘His recent demand 
that coal be henceforth withheld from 
“consumers whose employees are en- 
gaged in a legal strike” could certainly 
be made a mighty tool for widespread 
raiding. 

Altogether, no expert crystal-gazer 
is required for requisitioning an abund- 
ance of cold towels for the troubled 


brow of post-victory management. 


Certainly if this conglomeration of 
worker fears and hopes is to be stirred 
by the sharp stick of temporary and 
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spotty unemployment, the results prom- 
ise to be extremely unpleasant. 

To the current uncertainty, pending 
court decision, as to whether Selective 
Service demands the virtual destruc- 
tion of seniority for the benefit of the 
returning veterans, will be added the 
touchy difficulties of race discrimina- 
tion in the matter of layoffs. Along 
with the probable intensification of the 
never-ending battle for the closed shop 
are likely to come fresh outbreaks, in 
some unions, of the quarrels for con- 
trol between established officialdom and 
the rank and file. 

Whether the observer has good eyes, 
bad eyes, or no eyes at all, what else 
can be perceived among workers, lead- 
ers and managers than “practically 
universal uncertainty and fear”? 

What can the manager do about it? 
First and most important, he can get 
consolation by reminding himself. that 
the big boss of the whole current labor 
situation is not industry, not unionism, 
not government, but public opinion. 
Regarding the other three, this big boss 
has learned a lot by observing their 
performarice during the country’s re- 
cent and greatest crisis. Already in 
many ways it is now showing renewed 
and more courageous willingness to 
“accentuate the positive, eliminate the 
negative” and favor a fairer break for 
all the various in-betweens. Above all, 
this boss stands ready to approve any 
and every effort, by whomever made, 
toward lessening that “practically uni- 
versal uncertainty and fear.” 

The manager, accordingly, can ex- 
pect enthusiastic approval if he con- 
siders such steps as thé following: 

1. He can devote himself, now, to 
allaying his workers’ fears by dis- 
cussing his (and their) problems with 
them, to convince them that his own 
concern over the ugly possibilities of 
postwar shutdowns is as serious as 
theirs, for much the same reasons. 
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2. He can prepare, now, to give full, by resisting anew the recent efforts of 
candid, and above all immediate ex- government and others to destroy legiti- 
planation of whatever temporary or mate differentials for blue-shirt skill 
other layoffs may be required by his and white-collar responsibility. (It is 
own plant’s cutbacks, cancellations, and a grim joke that Russia has learned by 
other reconversion difficulties. (It will experience to increase these lures and 
be a tragedy if big, multi-unit industry rewards at the very time that we have 
proves itself too slow and unwieldy to been eliminating them.) 
show either the frankness or the speed 7. He can also revitalize worker 
demanded for the quick lessening of pride and ambition by using ratings 
its workers’ worries. ) and other yardsticks as the chief basis 

3. He can also allay the fears of his of promotions. (The current pressure 
workers’ leaders by assuring—and con- . for upgrading by seniority alone does 
vincing—them that he desires, not the not mean that workers have lost all 
abolition of unions, but only their will- hope of advancement via merit. It does 
ingness voluntarily to respect his re- mean that, as between service term and 
sponsibilities as fully, and generally to the boss’s whim or favoritism, they 
play: as fairly by him, as government consider service term the lesser of two 
compels him to respect theirs and to evils. They are as interested as ever 
play by them. in the internationally unique American 

4. He further can make sure, now, institution called the job ladder. But 
that the fears of his immediate subordi- they want to know more about the 
nates and his foremen are lessened by nature and location of its rungs.) 

a better-than-ever understanding of 8. Finally, he can lean strongly 
company policies, programs and pro- upon the continuance of those prides 
cedures, and of their individual respon- of company and of individual job ac- 
sibilities, authorities and privileges with complishment which have never been 
respect to them. so evidenced or so recognized as during 

5. He can build hope for’a plantful these war years. For during these 
of postwar orders by keeping his costs years, all of us have, as never before, 
and prices down through utmost use of measured our right to believe in our 
simple incentive systems. (Postwar individual selves by the consciousness 
wages will deserve to be termed “too of our individual and company con- 
high” only if they fail to represent pro- tributions to victory. 
portionately high individual output. ) By Wuirtinc Wittiams. Factory 

6. He can restore worker pride and Management and Maintenance, May, 
the incentive of hope for advancement 1945, p. 95:2. 
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Industry’s Public Relations Job 


OMPLETE acceptance of in- 
C dustry’s responsibility for de- 
veloping and maintaining good 
public relations is reflected in the re- 
sponses to a recent survey conducted 
by the National Industrial Conference 


Board. This is true even of organiza- 


tions whose goods are so reprocessed - 
that the ultimate consumer has little’ 


awareness of their existence. Many 
such companies today believe in giving 
careful attention to their relations with 
employees, suppliers, customers, and 
stockholders, with the communities in 
which they operate, the local, state and 
national governments, as well as with 
the public at large. 

Satisfactory management-employee 
relations are considered the most im- 
portant single phase of the public re- 
lations program by the executives 
responding to this survey. Customer 


relationships are second in importance, 


and community relationships third. 
Relations with stockholders are thus 
generally relegated to fourth place. As 
one company which places stockholders 
last on its list points out: “If pleasant, 
appropriately publicized relations are 
maintained with our employees, resi- 
dents in the community, the public at 
large and our customers, the stock- 
holders’ irfterests are being served.” 
However, it admits that its attitude 
might be different if its “stock were 
widely held by the public.” 

Of 118 companies stating which of 
the above groups they consider most 
important in their public relations ef- 
forts, 49 assigned first rank to em- 
ployees, 28 to customers, 14 to the 
public in the localities where they op- 
trate, nine to stockholders, eleven to 
general public, and seven to the 
government. 

Further evidence of the growing 
awareness of the need for a good public 
lations program is reflected by the 


increasing number of companies listing 
public relations activities as the full- 
time responsibility of an executive. Of 
89 companies having an integrated pub- 
lic relations program, 22 have an exec- 
utive spending his full tinie on public 
relations work, and in many cases this 
executive is in charge of a sizable staff. 
In many of the others, public relations 
is a part-time job of a single executive 
who performs other duties as well. In 
16 companies it is assigned to the exec- 
utive who handles advertising ; in eight 
companies, to the executive who han- 
dles industrial relations; in five com- 
panies, to the executive who handles 
both advertising and industrial rela- 
tions; in 29 companies, to executives 
having other duties; and in nine com- 
panies, public relations activities are 
handled jointly as the part-time job of 
several executives. 

Eighteen of the 89 companies listed 
as having organized public relations 
programs employ outside public rela- 
tions counsel. Even where independent 
counsel is employed, however, company 
executives generally believe they should 
keep firm control of the public relations 
program and policies—in six of these 
18 firms the outside organization works 
in collaboration. with a full-time com- 
pany executive, and in 12 in collabora- 
tion with a part-time executive. Two 
or three of the correspondents feel so 
strongly on this point that they even 
question the advisability of employing 
outside counsel. ; 

According to respondents, major 
objectives of the program are keep- 
ing satisfactory employee-management 
relations, indicating the company’s 
contribution to the general welfare, 
building confidence in the company’s 
product, and promoting a belief in the 
free enterprise system. 

Building of strong public relations 
should take place at the local or com- 
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munity level wherever possible. One 
company states that it considers “word 
of mouth as the most valuable medium 
known for improving public relations.” 
Another company, whose manufac- 
turing plants are fairly well centralized, 
has a community relations division 
which main‘ains contact with the news- 
papers and radio stations within the 
area, encourages officers and employees 
te serve on civic group committees, 
sponsors factory visits by local groups, 
clears requests for donations, maintains 
a speakers’ bureau, and carries on many 
other community activities. This com- 
pany states: ‘““There is no way to create 
understanding that is anywhere as ef- 
fective as people meeting together and 
exchanging views. Newspaper space 
can be bought and filled with fine print 
to very little avail. The folks who read 
it and approve it are mainly those who 
already believe it and like to see their 
beliefs confirmed. American industry 
largely lost the confidence of those 
people who now criticize it through 
retail rather than wholesale methods, 
and will have to win it back by the 
same methods; that is, man-to-man 
contact at home around ‘the table.” 
The various publics to be addressed 
must be kept clearly in mind. Then, 
according to several executives, rather 





than shoot blindly in the direction of 
the general public, the company can de- 
termine the proper approach for each, 

Of 357 companies which stated what 
they considered the most important 
medium for the promotion of public 
relations, 73 elected newspaper te. 
leases ; 70, institutional advertising; 6, 
company organs for general circula- 
tion; 58, stockholders’ reports; 53, 
special booklets ; 22, personal contacts 
and community participation; nine, 
radio programs; and six, motion pic- 
tures. This tabulation reflects a rise 
in the importance of institutional ad- 
vertising, which, of course, is largely a 
wartime phenomenon and may or may 
not continue to be a feature of the more 
orthodox product advertising of peace- 
time days. 

One company counsels against the 
attempt to overdo newspaper releases, 
commenting: “We do not regard a lot 
of newspaper publicity as necessary to 
a good public relations policy. This 
can be overdone, and the public can 
grow tired of seeing your name in print 
in connection with inconsequential mat- 
ters. Wait until you have a story to 
tell, and then tell it right.” By Cyr 
L. Rogers. The Conference Board 
Business Record, March, 1945, p. 75:5. 





Office. 





CONGRATULATIONS TO OuR PRINTERS 


The Association extends heartiest congratulations to its printers, 
the Appeal Printing Company of New York City, which was recently 
awarded the Certificate of Merit of the U. S. Government Printing 
This award, the highest our government can bestow upon 
members of the printing industry, was granted “in recognition and 
appreciation of .the exceptional services performed for the United 
States Government Printing Office in the production of printed mate- 
rial essential to the Nation in the prosecution of the war.” 

The Editors also take this opportunity of thanking the staff of 
Appeal Printing Company for their continued high standards of 
service and their splendid cooperation in meeting printing schedules. 
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What to Do Now About Foreign Trade 


resumed piecemeal, one step at a 

time. It is a mistake to wait for 
a starting gun that won’t be fired, or 
to wait until all the elements of a com- 
plete deal are possible before you start 
giving foreign markets your attention. 
Substantial obstacles to the develop- 
ment of postwar business have already 
been removed, but the removal process 
is so gradual as to escape general no- 
tice. Mail and cable lines to liberated 
countries have been reopened. Gov- 
emment machinery to facilitate the 
resumption and establishment of busi- 
ness relations has been installed in 
many parts of the world and is rapidly 
being expanded. Lend-lease shipments 
are being curtailed. Government pro- 
curement is slowly withdrawing from 
the activities of the foreign purchasing 
missions. 

What can the average manufacturer 
do now to appraise his potential foreign 
market and prepare for the resumption 
of export trade? The following are a 
number of steps suggested by the Re- 
search ‘Institute of America :* 

Analyze your product. Is it pecu- 
liarly and exclusively suitable for do- 
mestic use? Where else can it be sold? 
If it comes too high for certain coun- 
tries, can you modify your product to 
teduce the cost? Can you undertake 
to make special export models ? 

Watch the government. Subscribe 
to the: publications of the Bureau of 
Foreign and Domestic Commerce. The 
State Department, the Department of 
Commerce, and the FEA are all en- 
gaged in activities designed to promote 
foreign trade. Make use of the foreign 
offices of these agencies to make specific 
inquiries and contacts. Ask them if 


* The Future of Foreign Trade, Research Institute 
of America, Inc., New York 17, N. Y., 1945 


Preset trade operations will be 
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they will keep your catalogue on file. 
Watch for the creation of a new agency 
to handle all foreign trade matters. 


Don’t ignore inquiries from abroad. 
The inquiry itself is proof of the exist- 
ence of a market for your product. It 
may be an important one. The com- 
plexities of shipping formalities and 
foreign language correspondence are 
not so formidable as they may at first 
appear. If you have had no foreign 
trade experience, your bank will be able 
to help. 

Establish contact with foreign gov- 
ernment purchasing missions. They 
will be glad to have your catalogue, and 
they may be the channels through which 
your merchandise will be introduced 
commercially abroad. The U. S. De- 
partment of Commerce has prepared a 
list of the addresses of the permanent 
and semi-permanent foreign govern- 
ment purchasing missions, and the 
names of the officials in charge. 

Extend your normal business prac- 
tices abroad as far as possible. The 
“push” that is characteristic of Ameri- 
can business, especially in the fields of 
sales promotion and service to cus- 
tomers, has hitherto been confined to 
relatively few traders. Importers in 
South America are reported to resent 
the harsh terms under which they must 
buy American goods. They feel they 
have been held at arm’s length, that 
their trade has not been highly es- 
teemed. And they are sensitive on the 
subject. This has enabled competing 
countries to make inroads in markets 
which might have been ours if we had 
sought them. A little of the same pam- 
pering you give to domestic customers 
will work with equal effect abroad. 

Re-examine your organization. Are 
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you properly set up for foreign trade ?* 
If you do not have an export depart- 
ment, consider setting one up. If you 
have an export sales department, con- 
sider the example set by many export- 
ing producers who have extended the 
authority of their export department to 
include all foreign operations, produc- 
tion as well. If you feel that your line 
dves not by itself warrant a separate 





foreign organization, you may wish to 
enter a combination of related but non- 
competitive producers who together can 
profitably do what one alone could not. 
For example, such combinations have 
been formed by manufacturers of auto- 
mobile parts. Each manufacturer pro- 
duces a different line of parts, but to- 
gether they cover one broad field and 
can properly be represented by a single 





* See ‘‘Organization for Export,”” THE MANAGEMENT 
REviEw, January, 1945. 
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Mechanized Farming 


LTHOUGH the number of people working on farms today is smaller than at 

at any time in the past 20 years, the average American is eating better than 
ever before. Greatly increased mechanization of farming helps to explain how 
agricultural production has increased 20 per cent since 1939 despite the sharp de- 
cline in farm employment. 

New labor-saving machines have enabled the individual farm worker to increase 
his production by 28 per cent during the past four years. Use of the corn-picking 
machine, for example, makes it possible for one man to harvest as much corn as 
10 or 12 men can gather by hand. The number of milking machines on farms has 
increased 50 per cent since the beginning of 1942. These machines more than halve 
the man-hours needed for this work. ~ 

While the farm machine manufacturers have been turning out agricultural 
equipment and helping with production of war items, they have still had time to 
improve their products and put finishing touches on recently developed units. 
New machines, for example, may revolutionize cotton production. A mechanical 
cotton picker is now in limited production by International Harvester. It picks in 
a day about as much cotton as could be harvested by 40 to 50 average hand pickers. 
Completing the prospective change in cotton, a “flame cultivator” has been devel- 
oped that may do away with hand weeding in cotton. The new unit would.-also 
be applicable for other crops that are sown in solid rows, like sugar cane, sugar 
beets and tobacco. 

Developments such as these naturally raise the question of how many people will 
be needed on farms after the war, when demand for food may slacken and further, 
mechanization takes place. 

—The Wall Street Journal 4/24/45 


Federal Social Security in 1944 


Bey old-age and survivors insurance, 1.1 million benefits, amounting to 
$20.4 million per month, were in force at the end of December, 1944. Wage 
increases accounted partially for higher average benefit payments in 1944. Pay- 
ments for unemployment compensation benefits made in the states during 1944 
($63 million), although 21 per cent less than for 1943, were considerably higher 
during the last quarter than for a comparable period in 1943. The average weekly 
benefit rose from $13.84 in 1943 to $15.90 in 1944, reflecting, in part, the higher 
earnings of the latter year. A net of $1,317 million was collected in contributions 
in 1944—slightly less than for 1943. Public-assistance rolls continued to decline in 
1944, except for aid to dependent children and general assistance. 

—Monthly Labor Review 6/45 
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Office Management 


Improving Your Office Methods 


ITH the increasing trend 
Wevsars office mechanization, 

management faces new prob- 
lems in the selection, use and mainte- 
nance of office equipment. In this 
connection, there is also the question of 
self-maintenance. vs. contract mainte- 
nance, and the problem of determining 
trade-in policy for worn-out equipment. 
How many companies are building up 
records of individual machine utiliza- 
tion and repair costs as a factual basis 
for deciding these questions? 

An interesting example of machine 
utilization research is provided by the 
Prudential Insurance Company. Auto- 
matic time-recording devices are at- 
tached to the alphabetic tabulating 
machines, which, incidentally, represent 
the highest single-machine rental cost 
in the company’s punch-card system. 
By this means an accurate record is 
obtained of the number of minutes each 
machine is in operation daily as well as 
the time of day when the operation 
occurs. These devices have been espe- 
cially valuable in gauging the need for 
this type of equipment. By compiling 
and analyzing records such as these, 
many firms have been able to develop 
a schedule for the economical trading- 
in of mechanical equipment. 

There is a tendency to think of this 
problem largely in terms of office ma- 
chines and expensive equipment. But 
there are thousands of items of supplies 
and materials which, though they do 
not bulk large individually, represent 
an important annual expenditure in the 
aggregate. These items are just as sus- 
ceptible to economical purchase and use 
through research. 
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The City of Newark recently con- 
ducted a special study of carbon paper 
and typewriter ribbon usage among its 
various departments. Facts were de- 
veloped on the basis of a general ques- 
tionnaire and samples of the materials 
then in use. One result of the survey 
was a reduction of the types of carbon 
paper from 12 to seven. Each of these 
types was coded and a schedule pre- 
pared specifying the particular kind to 
be selected for each set of circum- 
stances, i.e., the type of machine used, 
the intensity of writing required, the 
number of copies needed, and the type 
of stationery used. An analysis of 
typewriter ribbon requirements showed 
that three degrees of inking were need- 
ed: medium, for 54 per cent of all 
cases ; medium light, for 28 per cent of 
all cases; medium heavy, for 18 per 
cent of all cases. 

The importance of the laboratory in 
office research is steadily increasing. 
At least one life insurance company is 
operating a fully equipped physical 
laboratory in connection with its system 
or standardization activities. This lab- 
oratory is under the direction of a 
highly trained technician and is pro- 
ducing some highly profitable results. 
Organized originally to develop speci- 
fications and standards for the various 
paper requirements of the company, the 
laboratory has broadened its scope of 
activities to the point where tests are 
now being made of more than 90 dif- 
ferent commodities and materials used 
by the company in connection with its 
clerical operations. The nature of the 
articles tested ranges all the way from 
items of furniture and equipment, such 
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as filing cabinets, desks, chairs and 
typewriters, down to such supplies as 
carbon paper, floor waxes, inks, muci- 
lage, rubber bands, staples, cleaning 
materials, etc. A few specific examples 
might be of interest : 

The company uses thousands of steel 
filing cabinets. On many of them the 
drawer action had proved unsatisfac- 
tory. In order to test the effectiveness 
of different suspensions, a device was 
developed with an electric motor which 
automatically opens and closes the file 
drawer. Cabinets under consideration 
were subjected to this test under actual 
operating conditions. The drawer was 
loaded to 50 pounds of filed material 
and opened and closed as much as 
50,000 times, the equivalent of 20 years’ 
use. The suspensions were examined 
at intervals to note the extent of metal 
failure or distortion. This test has en- 
abled the company to develop speci- 
fications for files that will insure a 
minimum of 20 years of satisfactory 
performance. 

The smudging qualities of different 
carbon papers were measured by means 
of a specially designed smudge-tester. 

A special box was designed to mea- 
sure the relative “noiselessness” of var- 
ious typewriters, resulting in a decision 
against replacing existing equipment 
with new models for which exceptional 
noiseless qualities were claimed. 

This type of research can be applied 
further to the physical factors in the 
officeheat, light, ventilation, and the 
many service facilities required in the 
operation of an office building or office 
quarters. . 

The problem of office lighting cer- 
tainly calls for study. Do we know 
how many foot-candles are being fur- 
nished at the working level of each desk 
at every hour of the day and every 
season of the year? Do we know 
whether supplementary illumination in 
the form of desk lamps may be desir- 
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able or undesirable, and the amount 
of correlation with errors and employee 
fatigue? Some companies have under- 
taken to establish these facts. How 
about the new fluorescent lighting? 
Are we investigating its possibilities? 
Before the equipment became generally 
unavailable because of the war, some 
companies were conducting tests by in- 
stallations in one or more departments 
and observed the results before pro- 
ceeding further. Again, the research 
approach. 7 

Similarly, in the matter of ventila- 
tion and temperature control, do you 
have data to measure the amount of 
temperature fluctuation throughout the 
day and the effect on the workers’ pro- 
ductivity, efficiency and health? As 
the result of such a study, one company 
whose building is fully air-conditioned 
found it necessary to maintain a maxi- 
mum spread of 10 degrees between in- 
side and outside temperatures during 
hot spells. 

Have those of you who operate your 
own office buildings surveyed your ele- 
vator service? Data developed through 
careful traffic counts have enabled one 
company to work out an elevator sched- 
ule that is adapted to peak and off-hour 
loads. A special survey by another 
company planning to erect a new build- 
ing resulted in the abandoning of pneu- 
matic tubes as originally planned. De- 
tailed time and traffic flow studies 
showed that the requirements of this 
concern could best be served by a sys- 
tem of vertical conveyors. 

The final group of activities to which 
research can be applied profitably are 
those related to cfice methods and pro- 
cedures. Probably there has been a 
wider recognition of the need for re- 
search in this respect than in any other. 
Most present-day office executives 
realize the importance of simplification 
and standardization in connection with 
various routines. 
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runt The question often arises: Where in cialists, as compared with the assign- 
yee the organization does the research func- ment of these projects to regular 


der- tion belong, and what qualifications operating personnel. The preponder- 
Tow does it call for? The fundamental ance of opinion seems to favor the first 
ing? problem, so far as organization goes, arrangement where practicable. It is 
ies? i; whether research activities should be _ felt by many that-busy operating execu- 
rally centralized as a staff function or tives and employees lack the time, 
ome § handled as part of the responsibilities qualifications, and the necessary objec- 
mM § of regular line executives. This means, tivity for this type of work. By E. H. 
ents Bin effect, the creation of a systems or CoNArROE. American Business, June 
a methods department, manned by spe- 15, 1945, p. 28:3. 
arc 
- Style Book for St h 
yor yle Book for Stenographers 
t of N EXCELLENT GUIDE to the correct and uniform handling of words, 
+ the phrases, names and exact titles of company officials, spelling of technical 
words used in company correspondence—even appropriate choice of letterhead— 

a is provided by a stenographers’ style book published by LeTourneau, Inc., Peoria, 

s Ill. 
pany Steno Aids is a 38-page booklet, measuring 9 x 6-inches. A handy index 

ai in the front of the book helps the busy worker find desired information imme- 
om diately. First item in the manual is a tabulation of the company’s offices in this 
1aX1- country and Australia, giving complete addresses and the names of the managers. 
n in- There follows a listing of executives comprising the LeTourneau management, 
iring which answers every question as to initials, spelling of names, and titles. Then 


come two and a half pages illustrating the products made by the company, with 
clear descriptive captions identifying them. 

your The next feature is an alphabetical tabulation of words and phrases applicable 
to LeTourneau equipment. Naturally, most of these words are of a technical 


* ele- character and not likely to be found in the vocabulary of stenographers. They 
ough are all there—the words and phrases which turn up in letter dictation, form 
| one preparation, and many another office task, all the way from “A-frame” to “Zerk 
hed pressure, Zerk lubrication,” etc. Next are four pages featuring clear reproductions 
pea of the company’s various letterheads, forms and envelopes, with notations on 
hour their purposes. After these come reproductions of sample company letters and 
other inter-office correspondence which show every point of importance in the preparation 
itd of such material, with detailed instructions for setup, style, paragraph length, 
utd margins, salutations and closings. 
yneu- The next section of the book, on the subject of “Your Letter,” contains a 
De- check list designed to help the stenographer write good letters. In addition to 
di the check list there is a discussion of letter composition which gives definite 
u nes instructions on every part of the letter, from date line to postscript. Detailed 
this instructions are included on the preparation of letters for foreign mailing. A 
- sys- special section is devoted to envelopes. 
" Under the heading of “General Information,” further instructions are given 
: on the use of lists of dealers and distributors, district representatives and divisional 
which sales managers. This section also explains how telegraph, teletype and telephone 
y are messages are handled. Directions are given as to where all needed stationery 
and materials may be obtained. 
| pro- Highly useful is a section on “Abbreviations,” which includes not only those 
pen a peculiar to the company but others in general use. The correct forms of address 
wr re- are also set forth for a long list of officials, ranging from the President of the 
United States to members of the clergy. 
other. Steno Aids closes with several pages devoted to instructions on capitalization, 
tives use of figures, formation of plurals, condensed rules of punctuation, the division 
-ation of words, the formation of compound words, a list of words ending in “ible,” 
with and a list of words commonly confused. 


—Office Equipment Digest 3/45 
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Office Centralization for Greater Efficiency 


ENTRALIZATION of office 
C services at the Homelite Corpo- 
ration, Port Chester, New York, 
was the outgrowth of an experiment 
necessitated by rapid wartime expan- 
sion and the acute shortage of office 
equipment. After Pearl Harbor, the 
company was suddenly launched on a 
production schedule far beyond its 
wildest dreams; and, as a result of the 
stupendous expansion, it became im- 
perative that office procedures be reor- 
ganized for greater efficiency. New de- 
partments had been created, and many 
employees with little knowledge of sys- 
tems or methods were shifted into 
supervisory positions. The tendency 
was to create more records and, in so 
doing, to add personnel and equipment. 
Management’s first step in the direc- 
tion of centralization was to establish 
a transcription section, composed of 
three stenographers and a supérvisor. 
Gradually, executives whose secretaries 
were overloaded turned to this depart- 
ment for help, and not long afterward 
it was necessary to add seven new 
stenographers to the group. 

Shortly after the transcription sec- 
tion was started, a messenger was 
added. As the plant spread out and 
messenger service became more essen- 
tial, the unit was increased to six boys 
and a leader, and the messenger service 
was merged with the printing and re- 
production departments. It had pre- 
viously been necessary to allow an idle 
time factor so that messengers would 
always be available. After the merger, 
however, the slack was taken up by 
assigning the boys to simple clerical 
duties, such as collating, filling envel- 
opes, and operating the paper cutter. 

One of the greatest problems in 
maintaining the mail and messenger 
service was created by the drafting of 
these boys—at the rate of one every 
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six weeks! The plant layout and mes- 
senger duties were such that it would 
not have been feasible to hire older men 
or girls for this work on a full-time 
basis. A solution has been developed; 
Four girls will be hired from the 
graduating class of the local high 
school. Each girl will work half the 
day in the typing section and half the 
day on the mailing desk, so that there 
will be only two mail clerks at any one 
time, except for special runs and for 
peak periods. The mail runs will be 
made hourly rather than half-hourly as 
before. Thus the plan makes it possible 
to utilize employees of a fairly high 
intelligence level, affording them the 
opportunity to learn various phases of 
office work and the chance to be up- 
graded eventually. 

With further expansion, it became 
apparent that the hand-operated 
mimeograph machine was entirely in- 
adequate. An automatic duplicating 
machine was purchased, and thereafter 
ditto work assumed an important place 
in daily office operations. A miultilith 
machine was later procured, and the 
use of both machines reduced consider- 
ably the cost of printing internal forms. 
Typing costs were also reduced, as 
everything that required many copies— 
inventory sheets, bulletins, etc.—was 
put on the duplicating machines. 

When it became necessary to move 
the transcription section to new quat- 
ters, a problem arose because of the 
distance between this unit and the 
printing section. Stencils were typed 
by the transcription unit and sent by 
messenger to printing, where copies 
were run off and returned to transcrip- 
tion—an inconvenient and time-con- 
suming process. The solution was to 
merge the printing section with tran- 
scription. 

Thus the three units—transcribing, 
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printing and messenger service—were 
merged, making for higher efficiency 
and -reduced costs. In peak periods it 
is now possible to interchange help 
among these departments. 

The combined unit is equipped with 
transcribers, typewriters, vari-typer, 
electric addressing machine, teletype, 
duplimat, ditto machine and photostat 
equipment. It offers stenographic, typ- 
ing, printing and messenger services to 
all departments. In addition, weekly 
payroll journal sheets and time cards 
are run off on the addressing machines, 
thereby prelisting on payroll journal 
sheets employees’ names, clock num- 
bers, social security numbers, pay rates 
and withholding tax exemption codes, 
and reducing hand posting and typing. 
Inventory sheets, monthly cost state- 
ments, and miscellaneous typing jobs 
are done for the cost accounting depart- 
ment. The general accounting depart- 
ment depends upon the service for 
collection letters, for preaddressing 
monthly customer statements and for 
preparing expense and sales distribu- 
tion cards and accounts receivable 
ledger cards. 

The next service centralized was fil- 
ing. When the entire office force occu- 
pied one large room, a single clerk 
handled the filing, along with other 
duties. Anyone who so desired went 
to the files and helped himself, despite 
instructions that no one but the file 
derk was to handle filing data. Some 
of the reasons for this were the fre- 
quent absences of the file clerk from 
her desk and the ease with which one 
could gain access to the files. Impor- 
tant papers were frequently mislaid, 
and traffic in the files became heavy. 
Many supervisors, experiencing diffi- 
culty, ordered their own files, and con- 
trol became virtually impossible. When 
the office spread out into many scat- 
tered locations, it soon became apparent 
that something would have to be done. 
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The services of an outside filing expert 
were engaged, and everything in the 
general files was reviewed for the pur- 
pose of classifying and indexing the 
material properly. Three file clerks 
were trained in proper filing procedure 
and assisted in the new installation. 
Rigid control was established promptly 
at the start by charging out on cards 
every paper taken from the files, which 
were now located jn’a somewhat isola- 
ted area. A gate and shelf were con- 
structed in the doorway, and only file 
clerks were permitted to enter the filing 
room. 

All.outside files were then analyzed, 
and supervisors were instructed to send 
material to the central files whenever 
possible. Where it was found neces- 
sary to keep local files, a file clerk was 
sent from the central section to these 
locations for a few hours daily. 

In connection with filing, record re- 
tention control was recently inaugu- 
rated. All important records have been 
microfilmed, except those of such recent 
date that frequent reference makes 
microfilming impractical. All records 
microfilmed, with the exception of ac- 
counting records, were destroyed in 
accordance with Regulation II, pur- 
suant to Sections 4 (b) and 19 (a) of 
the Contract Settlement Act of 1944. 
Accounting records were boxed, labeled 
and stored in a bank vault. Whenever 
many sets of records existed; depart- 
ment heads were consulted to deter- 
mine their requirements. Numerous 
records, such as purchase orders and 
customers’ invoices, must be referred 
to by order or invoice number, and al- 
phabetically by vendor’s or customer’s 
name, necessitating duplicate files for 
each record. There were many other 
records with similar requirements. It 
was decided to list the records numer- 
ically and file one copy alphabetically. 
The numerical lists are made up daily 
as the invoices and purchase orders are 
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typed, absorbing less time than the 
sorting and filing of extra numerical 
copies. Further cost reduction is ef- 
fected in the saving of space made 
possible by the change. 


Specific time limits have been set 
for the retention of all records. Ac- 
counting and payroll records are kept 
seven years, to meet statutory require- 
ments, as management has not yet ap- 
proved the destructien of these records 
after microfilming. With few excep- 
tions, records requiring frequent refer- 
ence are not microfilmed for one year. 
However, when film-reading equipment 
is more readily available, the time limit 
will be reduced. All other records are 
microfilmed and destroyed within three 
to six months, depending upon their 
nature. 

A further reduction of clerical help 
has been effected by merging the sta- 
tionery and filing services. The first 
step in reorganizing stationery and 
form controls was to instruct the pur- 
chasing agent that no office supplies or 
equipment were to be ordered without 
the written approval of the office man- 
ager and to instruct supervisors and 
department heads that all purchases 
must be made through the purchasing 
department and should be covered by 
purchase orders. 

The next control measure was the 
establishment of a stationery stock- 
room. Stock numbers were assigned 
to all forms and supplies, and for every 
number a card was typed, showing de- 
scription, stock number, form number, 
size, minimum and maximum stock to 
carry, vendor, users, quantity ordered, 
quantity received, cost, quantity issued, 
and balance. Inventory of stationery 
supplies can thus be determined at any 
time. Supplies are issued twice week- 
ly from the stationery room on requi- 
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sitions, which are subsequently posted 
to the stock cards. 

Forms were designed, to be issued 
by the stationery room, notifying de- 
partment heads when a particular form 
has reached its minimum quantity. 
The department head indicates on the 
notice whether the form is now obsolete 
or is to be re-ordered, and, if the latter, 
in what quantity. He also indicates 
any revisions to be made on the form, 
and forwards the notice to the office 
manager for approval. Forms unused 
for a period of six months are brought 
to the attention of the last user to de- 
termine whether or not they should be 
declared obsolete. If so, they are made 
into scratch pads or are destroyed 
after a period of three months. Every 
form is checked before being ordered 
to determine: (1) Is this form neces- 
sary? (2) Is a form in existence 
which might serve the purpose? (3) 
How much work does the form create, 
such as posting, filing, etc.? (4) Is its 
design practical and simple, and is it 
properly spaced? Many forms have 
been redesigned to reduce posting and 
typing work. 

A spetial calculating department was 
set up by hiring four students from a 
neighboring high school who attended a 
company-sponsored comptometry class 
on Saturday mornings and, upon ‘com- 
pletion of training, worked in the de- 
partment after school. This section 
performs such functions as payroll cal- 
culations, extending and checking in- 
voices, making cost calculations, ete. 

This over-all plan for centralized 
office service has proved so successful 
that the company feels it should be 
continued in the postwar period. It 
can be applied profitably in any office 
having 25 or more employees. BY 
Louise A. Merritt. N.A.C.A. Bul- 
letin, June 15, 1945, p. 96610. 
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osted Facsimile’s Future 


ACSIMILE, an infant industry that grew up during the war, promises to 


issued supplement or even supplant older communications methods in many peace- 
ig de- time uses. This device reproduces written messages and illustrations over a wire 
form or by radio. Thus it enters the communications field to compete with the telephone, 
inti telegraph and teletype. ciety ; : as 
ty. Many postwar uses are seen for facsimile because of its unique ability to 

m. the copy a complicated message just as easily as it does a simple one, and to make 
solete a permanent record of what it transmits so that there is no room for subsequent 
latt dispute between the sender and receiver. : es 
acter, Sending a telegram, after the war, will require about as much effort as mailing 
licates a letter. The telegram will be inserted into a slot in front of the facsimile 
form, machine, and the rest will be automatic. These machines will be installed in 

ffi offices, hotel lobbies, railroad stations and other public places. Where business 
omce warrants, they will be stationed. Otherwise, they will be coin-operated, like stamp- 
inused vending machines. 
‘ought One eastern railroad has installed facsimile on certain divisions. There it 

d tells local dispatchers where to pick up and set out cars, or what trains are to 
to de- be placed on what sidings, and gives other operating instructions. A large airline 
uld be ‘uses facsimile to check passenger arrivals and departures, acknowledge last- 
- made minute cancellations and reservations, ete. After the war, its use will be extended 

to the commercial airlines, trains and ocean liners. 

troyed One of the most interesting uses of facsimile, say its proponents, will be 
Every in the publishing field. Here, they point out, it will make possible the simultaneous 
rdered publication of magazines and papers with identical news content and make-up 


at two or more distant points. 


neces- One of the process’ biggest postwar uses may be in inter-office communication. 
stence An inter-office machine, no bigger than a typewriter, is ready for commercial 
(3) production as soon as materials are available. It can be powered by radio or 
existing telephone or factory call systems. It will transmit plain or intricate 
create, sketches, invoices, charts, price lists or tables of figures. Equipment for service 
Is its between two points will cost about $500 a unit. 
1 is it _ One machine that will be offered to business and industrial firms is equipped 
ere with a stencil-cutting gadget like a set of little hammers. This will tap out 


a message on a standard duplicating stencil at the same time the facsimile copy 
ig and is being made. 
—The Wall Street Journal 6/6/45 


nt was 
rom a 
ndeti To a Personal Secretary 
y class Damsel, no doubt you’re demure and delightful ; 
1 ‘com- You probably make a big hit with the boys; 
he de And not for the world. would I show myself spiteful 
e S Or have you esteem me a blight on your joys! 
section But tell me, who taught you that queer punctuation 
all cal- You put in the letters I dictate each day? 
ng in- And, though I shall speak with polite hesitation, 
etc I’ll ask where you learned how to spell—if I may? 
teal And as for the manner in which you do filing, 
raul I haven’t seen motions so graceful in years; 
cessful But I can’t understand—though I try to keep smiling, 
ld be Exactly where half of my stuff disappears! 
vd. It But still you have something that makes the boys gather 
- office Around you at times when we're busy, I'll vouch; 
But as for complaining, believe me, I'd rather 
. ae Keep silent and suffer, than be an old grouch! 
. Bul- —RuHEINHART KLEINER in Business Management 5/45 
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The Role of the Personnel Consultant 


rapid increase in the number of 

personnel consultants. In large 
industrial centers, especially as indus- 
try has faced a multiplicity of new per- 
sonnel problems, personnel consulting 
has offered lucrative possibilities. The 
preparation of various governmental 
forms—WLB forms 10, for instance, 
or WMC manning and replacement 
tables—has enticed a number of enter- 
prising men and women into consulting 
work, and the extension of collective 
bargaining has exerted a similar influ- 
ence. 

Many personnel workers in industry 
as well as other management repre- 
sentatives and alert leaders of labor or- 
ganizations are asking themselves just 
where these advisers fit in the total 
picture. What is the proper function 
of the consultant or the consulting 
firm? What is his relationship to the 
resident personnel director? What is 
the future of the consultant? How 
and where does he properly make his 
contribution ? 

These questions arise in part from 
the wide range of activities in which 
consultants have engaged and the wide 
variety of relationships they have es- 


RR sia i years have witnessed a 


tablished. Some of them specialize 
in a few, well defined personnel 
functions. They attempt only a nar- 


row range of tasks, as, for instance, 
making attitude surveys, testing and 
rating. Others specialize in labor law 
and collective bargaining. ‘Some of 
them come in and work with, or ac- 
tually under the direction of, the resi- 
dent personnel division. Others ig- 
nore the local men completely, report 
only to top management above the 
personnel division, and frequently take 
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particular pride in pointing out all 
possible weaknesses and shortcomings 
in the firm’s personnel program. Their 
personnel audit is regarded largely as 
an opportunity to criticize the resident 
personnel people and their activities. 
Still others are, one must admit with 
regret, little short of simple racketeers. 
They take advantage of management's 
all too common unawareness of man- 
power management to foist on the un- 
suspecting a lot of worthless junk in 
the form of bogus job evaluations and 
classifications, testing programs, incen- 
tive plans, and other similar patent 
medicines. 

The basic principles which must 
underlie a sound system of personnel 
consulting may be outlined fairly 
sharply. Some of the most important 
of them may be summarized as fol- 
lows: 


1. The consultant must learn to and 
be willing to work with those in charge 
of industrial relations in the plant. He 
must adopt an attitude similar to that 
of the medical specialist, not looking 
down over his spectacles at the general 
practitioner who brings the patient in, 
but reaching down with a helping hand 
and doing his best to build up the man 
on the full-time job. 

2. In another and related aspect of 
this same situation, the consultant must 
learn to be willing to serve and be paid 
for what he knows rather than what 
he does. He ought to specify the 
treatment, but resident management 
should, for the most part, administer 
it. He may spend hours planning and 
directing a testing program, with the 
help of management. But manage- 
ment, with his help, should spend the 
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days, weeks or months necessary to put 
it into operation. 

3. Consulting, if it is to take its 
rightful place, requires a high degree 
of honesty and integrity. True pro- 
fessional status always implies a code 
of ethics. The consultant should be 
willing and ready to admit his own 
limitations and those of his staff and 
facilities. If he has specialized in wage 
and salary administration and has no 
one on his staff and no facilities for 
some other major division of the field 
—say safety work and accident pre- 
vention—then he should so advise the 
client who comes with a special or un- 
usual problem in the latter field. To 
do less is to jeopardize the standing of 
the whole consulting function. 

4. Another aspect of the ethical im- 
plications of professional consulting 
arises when a firm seeks to attain a 
result contrary to law or to the best 
interests of the firm and/or society. 
Here, again, the personnel consultant 
can take a cue from the medical con- 
sultant. The latter is cautious in pre- 
scribing narcotics; he recognizes 


.certain clear-cut social responsibilities 


with respect to epidemic diseases. 
When the personnel consultant finds 
his “patient” wants a narcotic or seeks 
to avoid legal or social responsibilities, 
his obligation is no less binding than 
that of the medical doctor. 

Nor should the personnel consultant 
be less candid in his advice. The con- 
sultant finds himself all too frequently 
in a position where his patient, be he 
employer or union, needs advice of the 
“castor oil” variety, needs to be told 
that his attitude or his ideas or his 
facts are wrong. The real consultant 
can never, under these circumstances, 
be a “yes-man.” 

5. No one is qualified to act as an 
industrial relations consultant unless 
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he is generally familiar with and com- 
petent in all aspects of the industrial 
relations field. Though eyebrows be 
raised at this, the principle is sound. 
The best expert in testing or rating, if 
he knows little or nothing about col- 
lective bargaining or wage and salary 
administration, should not be trusted 
with consulting. A personnel program 
can’t be divided up into separate seg- 
ments, like a pie. Testing and inter- 
viewing and rating affect salaries and 
wages and health and safety. They 
have very definite implications for col- 
lective bargaining. The consultant 
who specializes in testing or rating or 
collective bargaining or job analysis 
and evaluation must know his general 
personnel management. 

6. The consultant, along with the 
professional industrial relations or per- 
sonnel director, must be ready and 
willing to share the results of his ex- 
periences with others in the field. No 
great profession of personnel directors 
or industrial relations consultants can 
be expected to develop on the basis of 
closely guarded trade secrets and patent 
remedies. Lessons learned and re- 
search findings must be written up, in- 
corporated in the growing literature of 
the field, and thus be subjected to 
appraisal, checking and verification, if 
the field is to attain and maintain pro- 
fessional status. 

There are many indications that 
these developments are taking place. 
But there remains an all-too-common 
tendency to advertise personal plans, 
techniques and methods, to regard re- 
sults as trade secrets, and thus to place 
the practice of industrial relations 
management, and particularly the work 
of consultants, on the level of the early 
American traveling medicine man. By 
Dace Yoper. Personnel Digest, April, 
1945, p. 28:2. 
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HEN 10,000 employees buy 
W 18,000 meals a day at eating 

places in the plant where they 
work, it indicates that the company’s 
food program is highly successful, and 
such is the case of Sperry Gyroscope 
Company, Great Neck, N. Y. In addi- 
tion, this company has devised a highly 
satisfactory solution of the widely ex- 
perienced problem of between-meal 
eating. 

Convinced that in large industrial 
firms the day of the lunch pail is gone 
forever, and that arrangements for 
feeding employees while at the plant 
are a responsibility of management, this 
company first began to provide for in- 
plant feeding of all employees in 1942, 
That was a time when rapid expansion 
of personnel for war production had 
forced many of the employees to rely 
on cold lunches from home, which had 
caused a generally low standard of 
nutrition. Faulty nutrition, the com- 
pany realized, was bad for health, and 
equally bad for morale and production. 

In its initial attempt to solve the food 
problem, Sperry turned it over to an 
industrial caterer, but since May, 1944, 
the company has assumed full respon- 
sibility for in-plant feeding, and the 
program is working so well that many 
employees not only eat their lunches at 
the company’s facilities but also find it 
convenient to buy their breakfasts or 
suppers at the plant. 

Under the present system, the food 
service is under the direction of a super- 
visor who is responsible for the feeding 
of more than 24,000 employees in all 
Sperry plants. As this entails an annual 
turnover of about $1,500,000 or more, 
and involves a multitude of specialized 
details, Sperry hired a man with long 
experience as an executive in large- 
scale restaurant work to handle this 
job. He reports to the medical and 
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Meeting Lunch and Between-Meal Problems 


employee service director, whose de- 
partment embraces not only the food 
service but also the insurance, safety 
and medical services of the plant. 

Other executives in the food service 
include a nutritionist and food buyer, 
About 200 persons are required to 
operate the feeding service at the Nas- 
sau (Great Neck) plant alone, although 
this represents only about half of the 
company’s food facilities. 

At the Nassau plant there is one large 
cafeteria, seating 1,000; another seat- 
ing 500; and five snack bars, each seat- 
ing 250. Each cafeteria has its own 
manager, a supervising chef and assist- 
ant cooks, as well as general help. 

The cafeterias serve a choice of three 
main items—a roast, a “victory lunch,” 
and a soft meat dish such as a stew. 
The snack bars, located as to increase 
the accessibility of food service, also 
offer a varied menu. Here the victory 
lunch consists of soup, a hot plate item, 
dessert and beverage, and sells for 45 
cents. Hot meals as well as cold salads 
are served on paper plates for the sake 
of speed and economy. Paper contain- 
ers also are used for all beverages and 
for some desserts. 

Sperry buys all food on bid. Staple 
goods are purchased from hotel and 
restaurant supply houses. Fresh vege- 
tables and other produce are bought 
whenever possible, but quick-frozen 
vegetables are also used in large quan- 
tities. 

In addition to providing good meals 
at regular lunch hours, the cafeterias 
and snack bars are essential elements 
in Sperry’s solution of the between- 
meal eating problem. Divorcing itself 
from the theory that people should not 
eat oftener than three times a day, and 
that a company cannot afford to permit 
between-meal eating, Sperry takes the 
view that a mid-shift snack is good for 
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the éfficiency and morale of plant em- 
ployees and management alike—pro- 
viding the time spent is kept within 
reasonable limits. 

The only way to keep the time ele- 
ment in hand, Sperry figured, would be 
to make it uniform for all employees, 
and to give it an “official” and respect- 
able status. Accordingly, two 12- 
minute rest periods were set aside for 
each nine-hour shift. During these pe- 
riods practically the entire plant shuts 
down. 

Food and beverages are served in 
cafeterias and snack bars during the 
first rest intervals of each nine-hour 
shift, and employees are free to eat any 
snacks they may have brought with 
them. There is no food service during 
the second rest period. 

Sperry employees have a staggered 
lunch schedule and at first were given 
a staggered system of rest periods. 
The latter created some confusion, how- 
ever, and it was arranged for everyone 
to have them at the same time. 


That left to be solved only the prob- 
lem of how to serve an average of 
4000 beverage and pastry orders 
rapidly enough within the time limit. 
The solution to this was found by ar- 
ranging for each group of 20 persons 
in the plant to choose a regular “run- 
ner” to go after them in advance. 

These items are dispensed at 29 lo- 
cations, beginning 10 minutes before 
the rest period. Tickets are sold to 
each beverage and pastry buyer at the 
regular meal periods, to expedite the 
subsequent transactions for the be- 
tween-meal snacks. Orange drinks 
and milk are sold for seven cents; 
coffee—light or black—is sold for five 
cents. Each beverage is represented 
by a ticket of a different color. Of 
course, employees can buy a week’s 
supply or a month’s supply of tickets at 
one time. 
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In advance of each rest period, an 
employee writes his name on the back 
of the ticket he chooses to use, and 
drops it in a box that the runner uses 
to carry orders. Thus, when the run- 
ner reaches the dispensing station he 
knows from the tickets how many of 
each kind of beverage and pastry to 
buy, and who gets them. He sur- 
renders the tickets to pay for the 
orders. 


At the beverage dispensing stations 
paper containers are used to expedite 
service. Coupled with those used at 
the regular meal periods, it takes about 
22,000 containers weekly for hot bev- 
erages alone. Up to 30,000 more are 
used for desserts. Including paper 
plates and souffle cups, the manage- 
ment estimates its paper service costs 
3.25 per cent of total sales. 


The Nassau plant operates two shifts 
a day, and it provides a meal service 
for night shifts as well as day shifts. 
It also serves meals just before each 
shift begins, and at the end of the day 
shift to accommodate overtime workers 
and others who wish to eat before they 
go home. 


All food is served on a non-profit 
basis. Sperry’s only objective in op- 
erating the service is to encourage good 
nutrition for its employees. 


The company does not stop with this 
service, however, in its efforts to lift 
the nutritional standards of its per- 
sonnel. Already the employee service 
section has published a series of arti- 
cles in the Sperry house organ to per- 
suade employees of the importance of 
proper nutrition at the plant and at 
home. It is now planning to expand 
this effort into a series of sound slide 
films and posters to recommend spe- 
cific foods and balanced meals. By L. 
Hottanp WHITNEY. Factory Man- 
agement and Maintenance, March, 
1945, p. 94:2. 
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Salaries in Purchasing and Traffic Departments — 


\ J ARIATION in the duties of 
identically titled positions ac- 
counts for some of the difficulty 
in arriving at any ready measure of 
equitable compensation for executives. 
An attempt to throw further light on 
this situation has been made by the 
Conference Board through a survey 
during the first quarter of 1945 of sal- 
aries paid in the purchasing and traffic 
departments of 26 companies of differ- 
ent sizes in various industries. 
Companies were asked to supply 
data only if positions listed in the pur- 
chasing department corresponded with 
the following descriptions: (a) gen- 
eral purchasing agent—responsible for 
purchasing policy and advisory guid- 
ance of all domestic purchasing; (b) 
assistant general purchasing agent— 
office assistant to the general purchas- 
ing agent and logical candidate to suc- 
ceed to his position; (c) buyer—office 


through which quotations are obtained, 
salesmen interviewed, negotiations 
‘conducted, and orders issued for ma- 
terials. 

Salaries of purchasing agents are 
found to have a significant relation to 
volume of sales, rising as sales in- 


crease. The sample, however, is not 
large enough to justify calculation of a 
trend of relationship between the two 
factors. 

Within the group of companies 
whose 1943 sales ranged from $10,- 
000,000 to $50,000,000, salaries of gen- 
eral purchasing agents range from 
$7,500 to $15,280. In the same group, 
salaries of assistant general purchas- 
ing agents range from $3,600 to $8,400, 
with buyers’ salaries _anging from 
$3,000 to $6,500. 

In companies whose net sales were 
between $52,000,000 and $73,000,000, 
salaries of general purchasing agents 
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ranged from $8,400 to $18,000; those 
of assistant general purchasing agents, 
from $5,000 to $8,394; and those of 
buyers, from $3,000 to $5,219. In 
concerns with net sales of between 
$105,000,000 and $153,000,000, gen- 
eral purchasing agents received sal- 
aries ranging from $10,000 to $33,000; 
assistant general purchasing agents, 
from $6,000 to $13,000; and buyers, 
from $2,700 to $7,800. In concerns 
whose net sales were between $156; 
000,000 and $364,000,000, salaries of 
general purchasing agents ranged from 
$15,125 to $30,000; those of assistant 
general purchasing agents, from $7,800 
to $15,000; and those of buyers, from 
$3,500 to $8,200. 

Companies were asked to supply 
data on salaries of general traffic man- 
agers and assistant general traffic man- 
agers only if the positions answered 
the following descriptions: (a) general 
traffic manager—responsible for ship- 
ping policy and advisory guidance of 
all shipping activities in domestic and 
foreign departments as well as trans- 
portation and shipping problems in 
sales offices throughout the United 
States; (b) assistant general trafic 
manager (chief clerk )—office assistant 
to the general traffic manager and log- 
ical candidate for position as general 
traffic manager. 

For the most part, salaries of gen- 
eral traffic managers and their imme- 
diate assistants are not se high as for 
general and assistant purchasing 
agents, nor do they follow the same 
proportionate upward trend in relation 
to sales. In companies whose 1943 net 
sales were between $10,000,000 and 
$50,000,000, salaries of general traffic 
managers ranged from $3,744 to 
$9,300; those of assistant general traf- 
fic managers, from $2,400 to $4,800. 
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In companies with net sales of from 
$52,000,000 to $73,000,000, salaries of 
general traffic managers ranged from 
$3,900 to $8,400; those of assistant 
general traffic managers, from $2,000 
to $5,100. In concerns with net sales 
of from $105,000,000 to $153,000,000, 
salaries of general traffic managers 
ranged from $5,160 to $14,000; those 


of assistant general traffic managers, 
from $3,240 to $8,000. In the group 
whose net sales totaled $156,000,000 to 
$364,000,000, salaries of general traffic 
managers ranged from $3,900 to $16,- 
500; and those of assistant general 
traffic managers, from $2,580 to $6,700. 
The Conference Board Business Rec- 
ord, May, 1945, p. 165:2. 
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IBM’s Benefits to Veterans 


EVERAL new benefits for employees in the armed services are being provided 
by International Business Machines Corporation. Those who have served 
outside the United States, after an honorable discharge, will be given a leave of 
absence with full pay for two weeks; men who have served within the country 
will be given leave of one week. 

Any employee who has been disabled in the service and is unable to return to 
work will immediately receive full regular pay in accordance with the provisions 
of the company’s health and accident plan. 

For wholly disabled veterans, the company plans to carry the premiums on 
their National Service Life Insurance in an amount equal to the company group 
insurance to which they were entitled before entering the armed forces. 

——American Business 5/45 
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The Potency of Pictures 


OW MUCH the use of visual devices can contribute to the process of training 
industrial employees depends on the nature of the subject, the quality of 


ship- the device, the skill of the teacher, and the mentality and attitude of the persons 


to be taught. On the basis of public school experience, however, it is estimated 
ce of that the potency of visual aids is as follows: 
c and 1. Interest of students in the subject at hand is increased as much as 40 
trans- per cent. : 3 , PEP 

: The range of immediate understanding of the subject is increased about 
ns im 25 per cent. 
Inited 3. Time for completing a course is reduced about 25 per cent. 
traffic 4. Amount of information retained for as long as a year is increased approxi- 
: mately 35 per cent. 
istant 
1 log- 


neral 


—Factory Management and Maintenance 4/45 





LocaL PERSONNEL ASSOCIATIONS 


To comply with requests from AMA members for information about 
local personnel and industrial relations associations throughout the 
country, the Association is planning to compile a directory of local 
personnel groups for.early publication in PERSONNEL. Such groups 
are urged to cooperate by sending their names, addresses, lists of 
officers, and any available descriptive material on their functions and 
activities to AMA headquarters. It would also be appreciated if 
bulletins, press releases, and other material issued by local associa- 
tions were sent regularly to AMA. All material should be addressed 
to the Editor, American Management Association, 330 West 42nd 
Street, New York 18, N. Y. 
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Production Management 


Good Maintenance 


ANPOWER #§sshortages, low- 
M ered quality of materials, and 

overworked machines are no 
excuse for poor maintenance. Al- 
though few companies today have as 
many maintenance men or as much 
equipment as they would like to have, 
the alert organization can find many 
ways to conserve manpower and make 
use of the labor and tools that are 
available.. Here are a few suggestions 
for improving your present system, and 
some ideas to be considered in planning 
postwar maintenance: 
’ Outside contractors will paint and 
repair buildings, clean windows. Man- 
ufacturers of elevators and other spe- 
cialized equipment offer complete 
maintenance. Girls can clean low-level 
lights, keep records, and make minor 
repairs to machine parts. Maintenance 
jobs can be simplified for unskilled 
labor. 

Groups of small companies can band 
together to pool maintenance men, set 
up one organization to service several 
plants. By sharing the load this way, 
even the smallest company can get the 
very best work done. In Detroit a 
maintenance company established on 
this basis supplies janitors, electricians, 
carpenters and other personnel to eight 
small plants. 

Maintenance equipment can be re- 
designed for better performance. For 
example, the General Foods Corp. 
plant at Battle Creek, Mich., has out- 
fitted portable trucks with complete 
equipment for servicing bearings, mak- 
ing electrical and mechanical repairs, 
and fixing pipes. These trucks make 
it easy to move the tools to the work, 
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Is Practical Today 


and insure that all the necessary tools . 


will be at hand. 


At the Eclipse-Pioneer Division of 
Bendix Aviation, many hours of main- 
tenance work are saved by electrically 
operated sump tanks, which replace the 
old bucket-and-barrel system for re- 
moving sludge and dirt from machines, 


Another way to save time, labor, and 
maintenance costs is to use protective 
coatings to prevent corrosion, and new 
materials and equipment to increase 
service life of machines. ~ 


Because the function of maintenance 
is to keep all physical equipment in a 
plant in top operating condition, any 
maintenance system worth its salt must 
be designed to catch breakdowns be- 
fore they happen. When weak spots 
are found and fixed before they cause 
trouble, and shutdowns are planned for 
in advance, there’s no falling off in 
quality and quantity of production as 
machines start to go bad. Workers can 
be shifted to other productive jobs, 
instead of being forced to stand around 
idle while machines are being repaired. 
And when machines are kept in tep 
condition, actual speed of operation can 
be increased. That means higher pro- 
duction per worker. 


One firm found that, once its pre- 
ventive maintenance system was work- 
ing, maintenance crews were no longer 
needed on the night shifts—only a 
single “night watchman” to watch 
machine operation and note repairs to 
be made by the day shift. The preven- 
tive maintenance system will often 
practically run itself if men are well 
chosen and paperwork is organized. 
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The size of your postwar mainte- 
nance staff will, of course, depend on 
the size of your plant and the type of 


product you make. A large company 
will probably have a plant engineer, a 
master mechanic and crews of mainte- 
nance men of all types. In the small 
plant, the president or vice president 
may do the work of the plant engineer, 
and the master mechanic may also be 
chief electrician. But experts agree 
that all the basic maintenance skills 
should be represented, and the main- 
tenance chief should rank with pro- 
duction chiefs and other operating 
executives. 

Regardless of the size of your staff, 
a control is needed to keep track of 
time spent by maintenance men, and 
of the materials they use. For example, 
Bristol-Myers Co.‘ prints a cost-ac- 


counting form on the back of its main- 
tenance work order so that all costs 
can be checked immediately. Detroit 
Diesel Engine Division of General 
Motors charges maintenance work to 
individual production departments, and 
has maintenance costs reviewed by the 


production supervisor who is held 
accountable. 
Finally, if you're planning new 


buildings for postwar, you have a real 
opportunity to build lower maintenance 
costs right into your plant. New ideas 
in plant construction, such as movable 
partitions, bus ducts, T-joints in pipe- 
lines to facilitate attachment of branch 
outlets, floot trenches to protect elec- 
trical and other services, and catwalks 
for servicing lighting, will save hours 
of work. Modern Industry, June 15, 
1945, p. 32:6. 


Helps for Handling Orders 


ARTIME labor _ shortages 
W vic: have dictated a reex- 

amination of shipping- and 
stock-room_ practices to determine 
where a few more corners can be cut 
to conserve manpower and _ facilitate 
operations. A recent report of the 
Bureau of Manpower Utilization cov- 
ering the wholesale drug industry de- 
scribes several devices which further 
these ends: 

For the last two years, I. L. Lyons 
& Co., Ltd., New Orleans, has saved 
time and. avoided errors in shipment 
simply by using pre-printed labels for 
800 of its most active accounts. The 
labels are inexpensively printed in the 
company’s own multigraph department. 

Key to this system is a large rack in 
the packing department, subdivided 
into small shelves with space for 800 
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different labels arranged alphabetically. 
A stack of labels for each customer 
is kept constantly in place, the size of 
the stack depending upon the activity 
of the account. 

Lyons timed its packers with a stop- 
watch, and found that with the pre- 
pared labels a carton was addressed 
and sent on its way in three seconds 
flat; when the address was written on 
the carton with a crayon, the process 
took from 25 to 30 seconds. And not 
only is time saved, but misshipments 
caused by illegible or erroneous writing 
are eliminated, and the customer is 
pleased to find that the wholesaler con- 
siders him important enough to have 
labels printed with his name. 

_ The Dr. T. C. Smith Co., Asheville, 
N. C., has a slightly different solution 
to the same problem. This company 
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has found it practical to use a rubber 
stamp bearing the name and address 
of each active account. The stamps, 
which cost about 50 cents each when 
ordered in lots of 100 or more, are kept 
in a rack in the shipping department 
and used to stamp a blank shipping 
label just before it is glued to the car- 
ton. Previously addresses were sten- 
ciled on shipping cartons, but this 
became impractical with the use of 
second-hand cartons, which were often 
badly marked up or defaced. 

Several companies report the use of 
wheeled, portable equipment to supple- 
ment fixed installations and facilitate 
loading, unloading, conveying and han- 
dling of packages. This is perhaps the 
outstanding trend evidenced by the 
various reports. 

The Alexander Drug Co., Oklahoma 
City, has devised a roller carriage upon 
which mixed shipments from a manu- 
facturer are checked as they are opened 
by the receiving clerk at the rear end 
of the order floor. Transferred directly 
from the manufacturer’s shipping case 
to the roller carriage—or to more than 
one carriage if necessary—the mer- 
chandise is pushed around to the stock 
shelves where it belongs and unloaded, 
ready for the order clerks. 

This system has eliminated several 
extra handlings, required formerly 
when the merchandise was unpacked 
onto a table, then transferred to a truck, 
pushed around to another table for 
sorting and finally put on the shelf for 
the order clerk. 

Another excellent and very simple 
idea is in operation at this company: 
For filling assorted orders, large bas- 
kets of canvas on a metal frame, 
mounted on wooden skids are sent to 
the packing department on a conveyor 
line. 

Where several baskets are needed 
for a single order, they are hooked to- 
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gether by a simple coupling device. An 


eight-inch cotton rope is attached in the 
form of a loop to one end of each bas- 
ket, with a metal halter ring catch at 
the end of the rope. The opposite end 
of the basket has a two-inch metal ring 
attached through the handle hold. It 
is thus an easy matter to hook any 
number of baskets together by fasten- 
ing the catch on the end of the rope of 
one basket to the metal ring of the bas- 
ket following. This has been found 
very effective in cutting down the nun- 
ber of basket tickets required, and in 
preventing misplacement of baskets 
themselves. 

The same company has a double- 
checking arrangement which is said to 
have eliminated many claims for short- 
age and other errors. Checkers are 
stationed at various points on the con- 
veyor system, so that as the basket 
leaves one checker it is ready for the 
next, and when it reaches the end of 
the line it is ready to be packed. For- 
merly checkers were stationed at the 
end of the line, and there was a delay 
there. The system has been found 
especially helpful at the present time, 
since experienced checkers can help 
inexperienced order clerks in filling 
orders in any of the various. depart 
ments. 

Another drug company has installed 
a combination checking and_ packing 
table and bins, with a low conveyor to 
move the packages to the chute which 
takes them to the shipping platform. 
The packing table has eight bins, so 
that checkers and packers can work 
independently. It has enabled the com- 
pany to handle a 40 per cent increase 
in volume without additions to the 
staff and with decreased errors and 
breakage. 

Another company recently built sey- 
eral four-wheel trucks for use in the 
checking and packing department. At 
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the time the order is checked, the 
checker places the merchandise in an 
individual truck, rather than in a bin 
on the packing table as previously. 
The benefit of this change is twofold: 
(1) It eliminates the possibility that 


the checker will place the merchandise 
in the wrong bin; and (2) It relieves 
the former congestion and the resultant 
confusion of the orders on the packing 
table. Modern Packaging, June, 1945, 
p- 128:3. 


T-Day Strategy 


O cushion the shock of termination to its thousands of subcontractors and thus 
to the aircraft industry as a whole, North American Aviation, Inc., Ingle- 


wood, Calif., offers these pre-termination services: 


Arranges pre-termination con- 


ferences among negotiator from vendor’s claim department, its own termination 
officers, and an Army representative; reviews vendor’s accounting system on re- 
quest; prepares sample claims so that vendor can rehearse all phases of ultimate 
termination procedure; maintains constant flow of information to vendors. 


Marketing Management 


Sales Training—A 


RAINING should be a continu- 
Tees process. It should start the 

day the new salesman comes to 
work and continue as long as he is with 
the company. In order to be effective 
and operate on a truly continuous scale, 
however, sales training must be care- 
fully planned. The following are some 
suggestions for making training a regu- 
lar, uninterrupted process : 


1. A booklet given to the salesman 
when he first comes to work might ex- 
plain plans for his continuous training. 
This booklet should explain why it is 
to his interest to be a good salesman 
and why, in order to be a good sales- 
man, he needs the continuous training 
which the plan affords. 

2. The salesman should be con- 
stantly shown why it is to his advantage 
continually to improve his. job perform- 
ance. List the reasons why, and cover 
each in the training plan. 


3. If possible, provide each nian 
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—Modern Industry 6/15/45 


Continuous Process 


with a check chart to show him what 
training he is to get, and when. 

4. Habits of study should be en- 
couraged. If the man’s working condi- 
tions permit, it may be well to establish 
a policy of paying part of his tuition 
for self-improvement courses in local - 
schools or colleges. 

5. His attention can be called to 
magazine articles and new books that 
may be helpful.. A note about the book, 
suggesting he read a certain chapter 
and comment on it, helps to assure that 
the book will be read. Another scheme 
is to offer to send the book free if he 
wants to read it; then follow with a 
quiz on its subject matter. 

6. Check on courses in distributive 
education! offered by the local public 
schools. If certain of the courses apply 
to the work of the salesmen, encourage 
them to attend. 

7. If possible, make up a schedule 
of regular attendance at factory schools, 
even though the salesman may get back 
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to the factory but once every year or 
less frequently. 

8. If practicable, make up a similar 
schedule of regular periods of work 
with the field trainer or sales super- 
visor. 

9. Before any factory or field con- 
ference, give the men a certain amount 
of pre-conference work to do, such as 
formulating a list of questions they 
wish answered. Encourage them to do 
some thinking before they come into 
the school. 

10. Adapt the suggested training to 
the salesman’s working conditions. If 
the salesman has little time to read, 
don’t suggest long reading assignments. 
A wholesale salesman selling a score of 
lines can’t be expected to use a plan on 
one line that will eliminate attention to 
other lines. 

11. Through contests develop a feel- 
ing of friendly rivalry between the men 
who started training about the same 
time. 

12. If the training program is one 
of training distributor or dealer sales- 
men, prepare a schedule of the training 
you feel these men need during any 
year, and obtain agreement of distribu- 
tor and dealer management on giving 
that amount of training. 

13. Build your plan to include 
everybody—salesmen, field supervisors 
and home office personnel. Keep sell- 
ing the idea that no man is fully trained. 

14. Develop your training program 
in your own thinking and in your 
scheduling in successive steps. These 
might be: (a) initial training, (b) 
intermediate training, and (c) advanced 
training. 

15. If older salesmen are reluctant 


to take advanced training, have these 
men help develop the course or serye 
as teachers in field schools. 

16. Appropriate recognition might 
be given on completion of each portion 
of the sales training program. This 
might involve a diploma, a pin or other 
such device. The salesman should have 
a feeling that he is making progress, 
and he should know that his progress 
is recognized by the boss. 

17. A salesmen’s club might be de- 
veloped with. ratings for the amount of 
training taken. A salesman might be 
required to make a certain quota before 
he is eligible to take the next step in 
his training, or be required to reviewa 
step if he does not make the quota. 

18. Use such devices as correspond- 
ence courses or regular mailings to 
keep your training continuous, but 
don’t overload,salesmen with this mate- 
rial. 

19. True-or-false quizzes in_ the 
salesmen’s publication are popular with 
many sales groups, and enable the 
salesman to check on what he knows. 

20. Stories on “How I Did It” in 
company magazines make both writers 
and readers think about their work 
methods. 

21. Use the “swap ideas” theme for 
meetings. Stage problem clinics, and 
boasting sessions in which salesmen 
explain “How I Did It.” 

22. Set up an Alumni Association, 
Salesmen’s Institute or other organiza- 
tion which the salesman joins when he 
leaves the home office school. Keep 
this association active in providing con- 
tinuous training. 

By Epwarp J. Hecarty. 
Ink, April 20, 1945, p. 38:2 
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e THE LOCAL JAIL, of all places, is helping to beat the manpower shortage in 


two Western cities. 


U. S. employment officers visit the jail daily, recruiting minor 


offenders for war jobs when they are released. Through the cooperation of local 
judges, some offenders are even permitted to work oe of serving out their 


sentences. 


—Forbes 5/1/45 
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Selecting Your Sales 
[iw soundest way to start in the 


development of a new salesmen’s 

compensation plan is by de- 
termining what objectives the company 
wants to attain through its compensa- 
tion plan. This should be a joint de- 
cision of sales department executives 
and other members of top management, 
including a representative of the ac- 
counting department or the comp- 
troller’s office. Until such objectives 
are clearly stated and agreed to by all 
executives involved, a great deal of 
time may be wasted trying to devise a 
plan. 

Let us review some of the most com- 
mon objectives of a sales compensation 
plan : 

1. Security for the salesman. In 
many cases it is important that he 
know just what income he can count 
on each month. Family obligations 
may be such that fluctuations in income 
are undesirable. Obviously straight 
salary provides stability. However, 
other good salesmen may feel that if 
they work for a salary, they curtail 
their opportunity to secure the large 
income which they are capable of earn- 
ing on a commission basis. 

2. Control of salesman activities. It 
may be highly desirable to design a 
plan which will promote balanced sell- 
ing where a diversified line of products 
is involved. In some cases a plan may 
be needed which will emphasize the 
opening of new accounts. Perhaps it 
is important that certain indirect fac- 
tors be contacted by salesmen—for 
example, a company manufacturing 
building materials may need to estab- 
lish contacts with architects and specu- 
lative builders who can influence use of 
the products. Emphasis on more 
profitable items, distribution of sales- 
men’s time, routing of territory, 
tegularity of reports from salesmen in 
the field may be other considerations. 
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Compensation Plan 


3. Sales incentives. Most salesmen ~ 
work harder if by doing so they can in- 
crease their personal income. 

4. Flexibility. The compensation 
plan must be adaptable to changing 
business conditions. 

5. Simplicity and clarity. Salesmen 
like to understand the exact basis on 
which they are being paid. A plan 
which is too complicated for the sales- 
man to understand usually causes dis- 
satisfaction. 

6. Cost of operating the plan. Com- 
plicated accounting is costly. Under a 
straight salary plan, of course, this cost 
is kept at a minimum; but if the com- 
pany has a large product line with 
commissions varying by product, ac- 
counting costs may run very high. 

With these main objectives in mind, 
it may be well to consider the chief 
types of compensation plans and their 
advantages and limitations : 

A. STRAIGHT Sacary. If the straight 
salary plan is selected, the salesman’s 
expenses are generally paid by the com- 
pany. While salaries have been used 
in many kinds of business, they seem 
more likely to be found in companies 
which fall into one of the. following 
categories: (1) those whose salesmen 
are engaged in methodical and con- 
tinuous selling to an established trade ; 
(2) companies where a great deal of 
educational work must be done among 
persons who may influence the use of 
the products without actually making 
purchases ; and (3) those whose selling 
may involve the routine distribution of 
samples or arrangement of displays for 
the retailer. 

Advantages of Salary: (1) It gives 
sales management control over the 
salesman. (2) It gives the salesman a 
sense of security. He knows what his 
income is going to be. (3) The plan is 
simple and understandable. (4) The 
accounting cost is low. ‘ 


267 





Disadvantages of Salary: (1) Lack 
of incentive. On a straight salary, 
some salesmen may not put forth thei 
best effort. (2) Inflexibility. Rapidly 
changing business conditions make it 
difficult to keep salary in proper ratio 
to volume of sales. (3) The salary 
plan is unfair because some salesmen 
are overpaid and others underpaid. 
(4) The salary plan results in constant 
arguments about salary increases. 


B. Commission. There are innum- 
erable variations in the four factors 
which may enter into a commission 
plan: (1) the base on which commis- 
sions are paid; (2) the rate of com- 
missions; (3) the use of a drawing 
account, and the amount of the draw- 
ing account; (4) the payment or non- 
payment of expenses. 

The commission basis is likely to be 
employed by companies in the follow- 
ing categories: (1) those selling 


machinery and equipment; (2) those 
selling “services,” building supplies 


and commodities in which style is an 
important marketing factor; (3) those 
selling to industrial outlets or through 
manufacturers’ agents; (4) in some 
cases, companies with specialty sales- 
men. 

Advantages of the Commission Plan: 
(1) The chief advantage of the com- 
mission plan is that it provides the 
greatest financial incentive. (2) The 
commission-type plan is more flexible 
in several respects than the straight- 
salary type. It keeps selling costs in 
line with volume. 

Disadvantages of the Commission 
Plan: (1) It makes the salesman less 
amenable to control than the salary 
plan. (2) Commission plans with a 
variety of commission rates for a long 
line of products are likely to become 
complicated. (3) The cost of operat- 
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ing the commission plan, if it is com 
plicated, may become very high becaus 
of the large amount of clerical work 
which the computations require. Also, 
payments to salesmen’ are sometimes 
so long delayed that the value of th 
incentive is largely offset. (One com- 
pany has a plan so complicated that the 
salesmen’s commission checks for the 
end of the year do not reach them un- 
til Spring !) 

C. Bonus. Bonuses are usually 
fixed amounts paid for specific accom- 
plishments. They are commonly used 
in combination with the over-all com- 
pensation plan, whether it be a salary 
or commission plan. In some cases a 
bonus is paid in addition to both salary 
and commission. Bonuses are more 
likely to be paid at long intervals, after 
six months or a year, whereas commis- 
sions may be paid monthly or quar- 
terly. Except for these differences, 
bonuses are used to provide incentives 
just as commissions are. 

Your own company’s records pro- 
vide information which will be invalu- 
able for checking the soundness of any 
reasonably simple compensation plan 
with which you may finally emerge. 
Test the new base plan by applying it 
to the performance of all your sales- 
men for the years 1935, 1937, 1939 
and 1941. (These years embraced 4 
variety of general business conditions 
and will therefore test the long-run 
soundness of your plan.) 

The following is a summary of the 
steps to be taken in changing from an 
old compensation plan to a new one: 

1. Analyze your salesman’s job. 

2. Agree on the objectives that you 
desire to attain in your compensation 
plan. 

_ 3. Solicit the thinking of all im 
portant executives, branch managers oF 
field supervisors regarding the plan. 
Get them into agreement. 
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4. When the plan is formulated, fig- 
ure out how it would have worked in 
certain prewar years. 

5. Sell the plan to the salesmen. 
Show them why the new plan will 
prove advantageous over a period of 
time. 


Packaging 





6. Make sure that every salesman 
understands it. 

7. Administer the plan fairly and 
correct any minor flaws as they arise. 

From an address by Guy C. Smith 
before the National Association of 
Personnel Directors. 


Glass vs. Tin Containers 


ESPITE rationing, an over-all 
D increase in the demand for pack- 
aged food (because people are 
eating more than ever before) has 
pushed container production to a new 
peak during the war, but glass has 
gained most. WPB restriction of raw 
materials has hit hard at tin-can pro- 
duction and placed only minor limita- 
tions on glass. Tin-container produc- 
tion in 1939 was twice that of glass, but 
by the end of 1944 was larger by only 
one-sixth. 

If it is to hold its gains, glass will 
need some readjustments in traditional 
consumer attitudes. Early in 1941, for 
example, Fortune said of glass con- 
tainers, “. . . glass has familiar limita- 
tions, not the least being the house- 
wife’s stubborn tendency to buy just 
enough jars of a product to line her 


shelves with empties—then to turn 


back to tin.” The glass industry 
claims that this prejudice exists no 
longer. 

Glass has had an opportunity to 
reach millions of new customers with 
dozens of food préducts never before 
put into glass. Glassmakers are bene- 
fiting from the persistent but erroneous 
notion that it is unsafe to keep food in 
an opened can. Wartime sales have 
paid for research, and improvements in 
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glass are flowing from the laboratories. 
One company, for example, which ac- 
counts for approximately 40 per cent of 
the glass container business, has devel- 
oped a stronger and lighter glass, for 
containers such as a new square milk 
bottle. Shaped to save space in the ice- 
box, this bottle will compete with the 
paper industry’s milk container ; weight 
has been cut from 25 to 17 ounces, and 
careful designing has increased the 
bottle’s strength. 

Several companies have been experi- 
menting to find better methods of ap- 
plying painted labels to glass. When 
government standardization is relaxed, 
custom-made and distinctive shapes 
will be offered to packers as an induce- 
ment to keep their products in glass. 

The tin-can industry has been busy 
too, however. Loss of tin sources to 
the Japanese set can companies to im- 
proving an electrolytic process for tin- 
plating. This technique has cut tin 
requirements in wartime by as much 
as two-thirds and produces plate more 
cheaply and uniformly than the old 
hot-dip method. One container manu- 
facturer has been working on a new 
coffee can with a replaceable top that 
provides reseal. If it is successful and 
inexpensive enough, the new can will 
give the industry an answer to the glass 
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coffee jar’s most persuasive argument 
—resealability. In actual operation 
and in the laboratory the industry has 
learned new techniques for packing 
and new items to be packed (an ex- 
treme wartime example: a folding 
motorcycle has been canned for drop- 
ping by parachute). Like the glass 
industry, the tin industry is spending 
more than ever before to advertise its 
product as the ideal container. 

Glass hopes to hold on to a part of 


HERE are three aspects of the 

! problem of postwar financing 

that merit special consideration. 
First, will the plant, equipment, physi- 
cal facilities, and working capital of 
business concerns as they exist at the 
end of the war be adequate to produce 
and distribute the volume of goods and 
services called for? Second, will there 
be sufficient private resources available 
to provide business with the necessary 
risk capital, and bank credits to pro- 
vide for conversion and expansion? 
Third, are the existing private institu- 
tions—i.e., commercial banks, invest- 
ment houses, etc.—in a position to pro- 
vide business with the necessary funds 
for an expanding economy? 

Large corporations are, for the most 
part, in a position to meet all the post- 
war financial demands that will be 
placed upon them. They will come out 
of the war period with large cash re- 
serves, and their position in the se- 
curity markets and with commercial 
banks will enable them to obtain ade- 
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Financing Postwar Production 


the new business thrown its way (pre. 
dictions range from 10 to 40 per cent 
in food containers), but in any case 
both industries will probably do more 
business than before the war. The 
future consumer demand for both glass 
and tin may well be greater than it ever 
was, since increased incomes have im- 
proved dietary habits during the war, 
and many people for the first time have 
become used to having enough to eat. 
Fortune, June, 1945, p. 187 :2. 


quate additional funds for conversion 
and expansion. It is the smaller com- 
panies, whose securities are not widely 
distributed, and the new business con- 
cerns that will find some difficulty in 
postwar financing. 

Obviously, plant and equipment 
available to business at the end of the 
war: will require considerable rehabili- 
tation, expansion and relocation to 
provide employment to the then exist- 
ing labor force. Although there has 
been a tremendous increase in manu- 
facturing facilities during the war. 
these will be entirely inadequate, as 
only a small portion of the new plant 
can be conveniently converted to 
peacetime uses. 

Business will also need to bolster its 
working capital position. It is true 
that the net working capital of Ameri- 
can corporations reached a new high in 
1943. The Securities and Exchange 
Commission issued a report on August 
27, 1944, showing that the estimated 
working capital of all corporations had 
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reached a total of $43 billion on March 
31, 1944, and that during the three 
months, January through March, it 
had increased by $1.4 billion. The re- 
port pointed out other favorable as- 
pects of the working capital position. 
Corporations continued to accumulate 
postwar credits in refundable taxes, 
and substantial refunds of the income 
and excess profits taxes for carry-back 
of losses and unused excess profits 
credits, for recomputation of base pe- 
riod income, for excess profits deter- 
mination, and for accelerated amortiza- 
tion of emergency facilities. 

This would seem to indicate that 
business is now well supplied with the 
working capital necessary to meet the 
needs of wartime and probably of tran- 
sition. However, nearly half the 
assets required by industry for work- 
ing capital purposes have been sup- 
plied, directly ‘or indirectly, by the 
government. With a change in the 
character of production to peacetime 


uses, the amount of working capital 
needed will be greatly increased. The 
added risks involved in producing for 


the civilian market will necessitate 
tore liquid capital than is needed for 
war production. Many of the peace- 
time uses for working capital have 
disappeared under wartime conditions. 
Thus as business prepares to enter the 
postwar period it will need a consider- 
able amount of new financing—both 
fixed and working capital—in order to 
produce and distribute the volume of 
goods essential to full employment. 

A substantial portion of the financ- 
ing needed by business should be in 
the form of long-term investment, 
primarily equity capital. The commer- 
cial banks are in a position to extend 
all the short-term credit that would be 
required to carry inventories and re- 
ceivables of concerns that meet the 
usual standards. Under the exacting 
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rules of national and state banking au- 
thorities and of sound banking policy, 
however, bank credit will be available 
only for business concerns that have 
an ample cushion of net capital invest- 
ment. The question of an adequate 
supply of funds for the financing of 
business depends upon the amount of 
savings and the rate at which they 
accumulate. 

Savings in the hands of individuals 
have increased during the past three 
years by more than $75 billion. When 
the war is over and civilian production 
is resumed, the rate of individual sav- 
ings will decline and undoubtedly a 
considerable portion of these funds will 
be used to purchase consumer goods. 
Nevertheless, substantial amounts will 
be retained and will be available in the 
investment markets. 

A significant development of the pe- 
riod between the two wars was the rise 
in what are generally termed institu- 
tional savings—assets of insurance 
companies, savifigs banks and invest- 
ment trusts. Funds in the hands of 
these institutions are also available for 
investment, and the manner in which 
they are used has a direct bearing on 
the financing of business. 

It has been estimated that an invest- 
ment of about $2.00 in the form of 
fixed assets—factory buildings, ma- 
chinery stores, office buildings and in- 
ventories—is needed for every $1.00 of 
consumer goods produced. If the 
annual consumer demand rises—as it 
must in order to support a projected 
total national income of $150 billion— 
by about $35 billion, it will be neces- 
sary to increase fixed assets and in- 
ventories by about $70 billion. These 
are rough estimates, but they do give 
a notion of the over-all figures. 

The question still remains of how 
the surplus funds in the hands of in- 
dividuals and institutions will get into 
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the hands of business concerns. This 
is the unfavorable side of the picture. 
The smaller business congerns have 
found it increasingly difficult to market 
their securities—either stocks or 
bonds. Companies needing relatively 
small amounts ranging from $50,000 
to $500,000 have been unable to inter- 
est either the institutional investors or 
individuals. This situation has been 
developing at a time when savings 
have been increasing in unprecedented 
amounts. 

Various explanations have been ad- 
vanced as to the causes for the present 
dearth of capital for expansion of ex- 
isting businesses or the establishment 
of new enterprises. One of the causes 
commonly mentioned is the impact of 
regulatory agencies, such as the Se- 
curities & Exchange Commission, on 
both investors and business men. The 
difficulties, and particularly the costs 
involved, in registration under the se- 
curities act have deterred companies 
from making application. It is also 
suggested that investment banking 
houses have lacked the daring to pro- 
mote the public sale of unseasoned and 
not readily marketable securities. 
Furthermore, public attitude toward 
the liquidity of investments has played 
an important role. The expression, “! 
would not own a security that I could 
not sell immediately,” is commonly 
heard among those with funds to in- 
vest. This attitude, of course, tends to 
popularize the issues of tne large cor- 
porations and to restrict the oppor- 
tunities of companies whose securities 
are not listed on the principal stock 
exchanges. 

The constant decline of commercial 
loans is cited as evidence that the 
banks have been too conservative. 
Perhaps a more accurate explanation 
is the evident desire of business men to 


272 





be free of debt. This, coupled with the 
strict supervision of bank portfolios on 
the part of both federal and_ state 
supervisory agencies, has resulted in 
constricting the use of bank credit for 
normal short-term financing. Appar- 
ently the risk-taking function is no 
longer attractive either to business or 
to investors. Both are. striving for 
positions of liquidity. Under these 
circumstances, there is a definite brake 
on the normal processes of providing 
risk capital in an expanding economy. 

It is interesting to note that Con- 
gress has given some recognition to 
the plight of small business in securing 
capital. Thus, the Smaller War Plants 
Corporation, established by act of 
Congress, provides for capital loans to 
concerns that fail to meet the stand- 
ards for bank loans. 

Other promising developments can 
be seen in the activities of private 
financing enterprises. The American 
Banking Association, realizing that 
small business needs accommodations 
that cannot be supplied through nor- 
mal commercial bank loans, has es- 
tablished a corporate organization to 
extend non-bankable loans. These 
will be extended through the offices of 
local banks but will not become part of 
their loan portfolios. A few banks 
have set up small business depart- 
ments. One bank, for example; has 
established a small business loan divi- 
sion completely separated from _ its 
regular commercial loan activities. In 
order to do so, a sum was set aside 
out of undivided profits.. In most in- 
stances the loans will not meet the re- 
quirements for commercial lending, as 
many of them will represent capital 
advances and will be for periods be- 
yond the usual 90 days to six months. 
Credit will be made available for any 
sound constructive purpose, such as 
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the purchase of shop machinery or 
equipment, store and office fixtures, 
etc. 

No matter: how plentiful the sources 
of capital may become, there will not 
be an extensive rise in equity capital 
investments unless or until the owner- 
ship of business becomes attractive. 
It is clear that investors are not 
attracted to the types of securities that 
represent ownership, particularly of 
the smaller concerns. Furthermore, 
business men are not anxious to ex- 
pand their operations if this involves 
an increase in either long-term or 
short-term debt. This is not due en- 
tirely to lack of initiative. It is doubt- 
less due in much greater part to the 
fact that there is less incentive for the 


Controls Against the 


HE need for fraud control— 
T sinning temptation to the 

weak-willed or light-fingered em- 
ployee—is graphically illustrated by 
the fact that the annual loss to Ameri- 
can business resulting from the dis- 
honesty of employees is approaching 
the half billion dollar mark. And this 
figure does not take into account com- 
panion losses due to the disruption of 
personnel and customer relations, the 
additional auditing expense entailed, 
the costs connected with investigation, 
etc. 

While insurance company claim files 
show that defaulters range in position 
from bank presidents to laborers, the 
average defaulter is the white-collar 
worker of ordinary means. This is 
the man who, in general, handles the 
cash and keeps the accounts. The 
motive behind his thefts runs the gamut 
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business man to risk his own and 
others’ capital. The rewards are not 
enough to bring forth the spirit of ad- 
venture necessary to produce a dy- 
namic and expanding economy. 

To the individual business man, the 
limiting factors ‘in the investment 
market which have been discussed are 
of utmost significance. The reluctance 
of business men to incur debt, even 
when funds are available, is a further 
check on expansion. If we are to 
maintain the economic activity neces- 
sary to provide full employment and a 
national product of $150 billion, both 
these attitudes wrll need to be tem- 
pered. 

From an address by Russell Steven- 
son before The Economic and Business 
Foundation, November 30, 1944. 


Dishonest Employee 


from gambling losses to the sudden 
need of ready cash for an emergency 
against which he has been unwilling or 
unable to provide. Once the first theft 
is committed and remains undiscovered, 
the culprit becomes more confident of 
his ability to misappropriate his em- 
ployer’s property. His thefts then con- 
tinue, even though he intended to make 
good the original defalcation which he 
justified to himself as a temporary 
borrowing. 

A primary rule for fidelity loss pre- 
vention, applicable to all businesses, is 
to screen out possible defaulters by a 
thorough check of each applicant’s past 
history and employment references. 
When employees are required to sign 
bond applications, applicants with a 
questionable background know _ that 
their past shortcomings will be discov- 
ered and their period of employment 
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will be of short duration. Further, 
they realize that they will be involved 
with a bonding company in the event 
they cause their prospective employer 
a loss. Firms which do not wish to 
have prospective employees sign bond 
applications might include, in a promi- 
nent place in their employment appli- 
cation form, the question: “Is there 
anything in your past record which 
might be considered adversely by our 
bonding company?” Such a question 
has strong psychological implications 
for the potential offender. 

Another aid in the prevention of 
losses is a system of accounts which 
contains checks and balances that con- 
stantly operate as an internal audit, 
thereby promptly bringing to light 
irregularities or discrepancies. How- 
ever, any system of internal control 
should be suppleménted by outside 
audits at regular intervals. 

Checks should never be pre-signed, 
made payable to bearer or cash, or 
executed without an invoice or other 
evidence to substantiate their issuance. 
Further, checks and receipt forms 
should be numbered serially, and any 
not immediately required for use 
should be kept under lock and key by 
a person who is held responsible for 
their distribution. A strict inventory 
should be kept of both checks and re- 
ceipt forms, and any skip in numbers 
should be investigated promptly. 

Where salesmen act also as collec- 
tors, a worthwhile control is for the 
accounting department to write cus- 
tomers periodically, requesting that 
they verify their accounts. The letters 
should contain the specific request that 
replies be sent directly to the account- 
ing department; for if the customer 
turns over the verification to the sales- 
man, he can easily explain any dis- 
crepancy by saying that the accounting 
department has made an error or is 
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behind in its work. Bonding com. 
panies receive many claims for loss 
caused by salesmen-collectors whose 
customers’ accounts are not periodically 
checked. 


The rotation of employees may be 
utilized not only to determine whether 
certain employees are performing their 
work properly but also to reveal un- 
suspected irregularities. Such rota- 
tion produces an added benefit to the 
employer in the form of new ideas sug- 
gested by the temporary incumbents, 
For these reasons, annual vacations 
should be insisted upon, especially in 
the case of employees holding positions 
whose duties are of a varied nature or 
who hold positions of trust. 


Cash receipts should be accounted 
for and deposited daily. Any other 
practice gives an employee the oppor- 
tunity to “kite” abstractions from 
the accumulated receipts. Cash sales 
should be recorded on serially num- 
bered sales slips, with a copy forwarded 
to the accounting department. Any 
break in the sales slip serial numbers 
should be the cause of immediate in- 
vestigation. Further, these daily sales 
slips should be listed and checked by 
the accounting department against the 
deposit slips, register tapes and other 
methods of reconciliation employed. 


Where branch offices are operated, 
it is well to establish two seperate bank 
accounts, one for deposits and the other 
for disbursements. Withdrawals from 
the deposit account should be restricted 
to the home office, and replenishments 
of the disbursement account should 
also be made by the home office. Such 
a procedure serves as an effective con- 
trol of branch disbursements and de- 
posits. At the same time, it limits the 
amount of funds that may be spent by 
branch representatives. Bank deposit 
slips of the home and branch offices 
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should be made out i ink and in dupli- 
cate, subject to the requirement that 
the bank receiving teller press his stamp 
over the total amount received by him. 
A still tighter control is to have the 
bank send a certified copy of each de- 
posit slip direct to the accounting 
department. 

An important point about controls 
against the dishonesty of employees is 


Insurance 


that they are of value to the employer 
who is insured as well as the one who 
is not. For the insured employer may 
sustain a loss in excess of the amount 
of the bond carried, thereby finding 
himself with an out-of-pocket deficiency 
in the same way as the employer who 
has no bond. By Joun T. McCtus- 
KEY. American Mutual Magazine, 
May, 1945, p. 14:4. 


Latest Developments in Pensions 


HILE more employee retire- 
We plans have been adopted 

in the last three years than in 
the entire preceding history of busi- 
ness in the United States, it is safe to 
say few if any of these recently adopted 
plans involve any fundamentally new 
concept of establishing or funding re- 
tirement income benefits. Thus the 
‘latest developments in pensions” as 
of today, or as of any other time in the 
recent past, consist of certain general 
trends, plus new adaptations and com- 
binations, involving basic principles 
formerly used. 

One important trend in the pension 
field has been toward the designing of 
plans that meet more closely the par- 
ticular requirements and problems of 
each employer and his employees. 
While many of the functions and prac- 
tices of industry tend to assume certain 
fixed patterns, the development of in- 
dustrial pensions has not followed this 
trend. This is natural, for a satisfac- 
lory retirement program must consider 
the types of employees, the employer’s 
ability to pay, and many other factors 
which vary widely among industries 
and employers. Under these circum- 
stances standardization would have 
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been an unexpected and an unfortunate 
development. 

Another interesting trend noted in 
the last few years is the increasing use 
of self-administered trusteed funds, 
particularly for financing plans involv- 
ing large groups of employees. This 
has been the result of a number of 
things, including aggressive selling of 
pension trust business by certain banks 
and trust companies, a falling off in 
the enthusiasm of some of the larger 
life insurance companies for further 
annuity business, and a feeling among 
many buyers that insurance companies 
have over-reached themselves in mak- 
ing their annuity rate structures con- 
servative. 

Of course, retirement programs for 
the smaller groups of employees are 
still, to an overwhelming extent, being 
funded by the purchase of annuities 
from insurance companies. This will 
no doubt always be the case, for all 
authorities agree that below some 
rather elusive minimum of coverage a 
trusteed plan cannot function soundly 
or economically. 

Whether for the large groups there 
will eventually be a reverse trend to 
the use of insurance contracts, it is im- 
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possible to predict. Likelihood of long- 
term stability in interest rates would 
remove some of the apparent financial 
advantage of separate trusteed funds, 
and might lead more of the larger em- 
ployers to turn the administration of 
their funds over to insurance compa- 
nies. 

The third general trend observed re- 
cently is for the employer to assume 
the entire cost of his retirement pro- 
gram rather than ask employees to 
contribute. Heavy payroll taxes and 
bond purchase deductions, together 
with limitations on pay increases, cause 
employers to be reluctant to ask em- 
ployees for contributions; high tax 
abatements, resulting in a relatively low 
net cost to the employer of absorbing 
the entire cost of a plan have made 
it relatively easy for employers to be 
generous in this way. . 

It is still a basic principle, however, 
that a contributory plan is in the long 
run sounder and more effective; 
whether or not it will ever be possible 


to reverse the current trend and turn ° 


to a more general use of the contribu- 
tory principle is a serious question. 

A number of plans have been estab- 
lished using profit-sharing, in whole 
or in part, as a method for accumulat- 
ing retirement income funds, the fund- 
ing medium employed being sometimes 
trusteed funds and sometimes group or 
individual annuities. There are sev- 
eral advantages in this: In the first 
place, the incentive motive inherent in 
all profit-sharing plans provides a 
stimulus to increased volume of pro- 
duction and distribution. Second, the 
employer avoids the fixed overhead ex- 
penses of a definite benefit funded pen- 
sion plan, and is thus able to cover the 
financial requirements of his retirement 
problem in years when profits permit. 
While there is a certain element of 
self-deception in such an approach (for 
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employees become superannuated te. 








gardless of the economic cycles), § fun 
nevertheless in certain businesses the 5 
fluctuations in earnings are so grea vid 
as to make such a funding arrange @ ini 
ment the only alternative to having no q 
funded pensions at all. The older em. _ 
ployees must, of course, have special en 
provisions for “past service benefits” a 
e 





made for them in profit-sharing as in 
other types of plans, if adequate pen- 
sions are to result. 

Combination-type benefit formulas 
have frequently been employed. Some 
examples are: 

1. A “fixed percentage” benefit on 
earnings over $3,000 combined witha 
“percentage-per-year-of-service” bene- 
fit on all earnings. In this way a true 
“integration” with Social Security 
benefits is achieved and at the same 
time a satisfactory measure of individ- 
ual equity is retained. 

2. Definite benefit and profit-shar- 
ing arrangements have been combined. 
In this way the incentive value of 
profit-sharing is enjoyed, without loss 
of assurance of reasonably adequate 
funded pensions in all cases. 

In addition, combination funding 
procedures have been adopted. Here 
are a few examples: 





mu 





















1. Individual annuity contracts and 
group annuities have been combined, 
the use of the former generally being 
limited to employees subject to rela- 
tively low turnover. 

2. Individual annuity contracts and 
trusteed funds have been combined in 
a similar way. 

3. Ordinary life insurance con- 
tracts have been used in conjunction 
with trusteed funds accumulated to 
convert the insurance to annuity con- 
tracts as employees retire. 

4. Insured benefits (group or im- 
dividual annuities) for future service 
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have been combined with trusteed 


funds for past service: 

5. Profit-sharing trusts have pro- 
vided for partial investment of funds 
in insurance or annuity contracts. 

Thus developments of the past few 
years have made it clear that, above the 
subsistence level of Social Security, 
employee pension requirements vary as 
much as do the employers’ products 


and their ways of doing business. 
Private pensions have become a per- 
manent and vital part of business and 
industry, and it is the responsibility of 
those who brought this about—the 
employers, the insurance companies, 
the banks and the consultants—to 
maintain and improve the institution 
they have created. By Joun K. Dyer, 
Jr. and J. H. Suretner. The Journal 
of Commerce, May 15, 1945, p. 43:1. 


Occupational Disease Liabilities 


HAT are some of the economic 
W:: well as humanitarian aspects 

of occupational disease cover- 
age for workers? Why do not all our 
compensation laws provide benefits for 
illness arising from causes other than 
accidents? The enactment of our pres- 
ent accident compensation laws was 
resisted in the beginning by some of 
the same forces which now stand in the 
way of occupational disease coverage 
provisions. A brief consideration of 
the background of the accident com- 
pensation laws, therefore, may throw 
some light on this problem: 

When state laws were first proposed 
substituting present compensation sys- 
tems for common-law procedure in in- 
demnifying employees and dependents 
for accidental injuries, much opposi- 
tion developed on the part of industry. 
It was alleged that such laws ‘would 
tuin industry because of the increased 
cost of insurance coverage. Particu- 
larly strong were such arguments 
where competitive states did not have 
or propose similar legislation. 

True, insurance costs for coverage 
under the new laws did increase many 
times over the premium charges for 
Employer’s Liability Insurance where 
the employer retained his common-law 
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defenses. In Wisconsin, for example, 
insurance companies actually increased 
insurance rates under the new 1911 
compensation law 300 per cent over the 
rates used for Employer’s Liability pro- 
tection prior to the enactment of the 
law. In other words, an employer 
who, prior to September 1, 1911, paid 
an annual premium of $1,000 for Em- 
ployer’s Liability protection was re- 
quired, if he elected to become subject 
to the new Wisconsin Compensation 
Law, to pay a premium of $4,000. 
However, indirect losses caused by 
covered accidents, such as increased 
labor turnover, damaged machinery, 
damaged materials and products, slow- 
downs, decreased efficiency, and other 
consequential items aggregate four 
times more than compensation insur- 
ance costs. 

The most important reason for en- 
acting this compensation law, as stated 
in the report of an interim committee 
appointed by the Wisconsin legislature 
to study compensation systems, was “‘to 
provide a means of minimizing the 
number of accidents in industrial pur- 
suits. In this connection it is 
reasonable to expect that where com- 
pensation must be paid for every in- 
jury, employers will endeavor to reduce 
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the number of accidents for the prac- 
tical reason that fewer accidents must 
necessarily reduce the amount of com- 
pensation paid.” 

The accuracy of this prophecy is 
borne out by the following facts: 
Almost every two years since 1911— 
the date of the original law—the Wis- 
consin Compensation Law has been 
liberalized by legislative amendments. 
Benefits under the present law are com- 
puted by actuaries to be a trifle over 
100 per cent greater than they were in 
1911. However, during the same 
period compensation insurance rates 
have been increased not more than 25 
per cent. In the main, the splendid 
work done in accident and disease pre- 
vention is largely responsible for this 
favorable. development of large in- 
creased benefits with a comparatively 
small increase in cost. 

If there is any justification for com- 
pensation (regardless of fault) in the 
case of accidental injuries, then such 
justification should apply even more 
forcibly to a compensation system for 
occupational diseases. Few accidents 
occur where the worker is not partly 
at fault and where avoidance of the 
accident doesn’t rest to a considerable 
degree within his control. However, 
with occupational diseases, the picture 
is vastly different, since the employee 
can do little to avoid the onset of an 
occupational disease because usually he 
is unaware of the hazard. Many times 
even the employer dealing with new 
chemicals or new combinations of 
chemicals is unaware of potential haz- 
ards to his workers’ health. 

Moreover, in territories where occu- 
pational disease compensation coverage 
exists, benefits paid for occupational 
diseases represent only a small fraction 
of the total benefits paid under com- 
pensation laws. According to the latest 
statistical release of the Industrial 
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Commission of Wisconsin, only 5.5 per 
cent of all cases settled in 1943 and 
3.4 per cent of all benefits paid were 
chargeable to occupational diseases and 
all other non-accidental injuries. These 
figures, of course, represent over-all 
state costs. Many industries and occu 
pations have no disease hazards, while 
others have disease hazards which are 
considerably more costly than the haz- 
ards of accidental injuries. 

Why, then, with such small costs and 
so few claims involved, do we find 
opposition in certain states to an ade- 
quate occupational diseases law? Why 
should insurance companies be ac 
cused, as they so frequently are, of 
leading this opposition? The liberality 
of compensation laws is of no financial 
concern to carriers. They merely as- 
sume the liability of the employer as 
determined by the legislatures, and the 
rates are based on state-wide experi- 
ence which is anticipated when new 
legislation becomes effective. There- 
after the rates are adjusted annually on 
the basis of actual experience. 

It is almost certain that when the 
employer starts paying the bill, meas- 
ures similar to those taken to prevent 
accidental injuries will be taken to pre- 
vent occupational diseases and improve 
industrial health. Experience has al- 
ready indicated that that is precisely 
what occurs as these laws become erfec- 
tive. Does anyone doubt for one mo- 
ment that silica exposures have been 
reduced to safe tolerances largely be- 
cause silicosis was becoming a costly 
item of production in dusty trades hav- 
ing a silica hazard? 

It has been estimated that lost time 
in industry from general illness not 
attributable to employment is 15 times 
as great as the loss caused by industrial 
accidents and diseases. Dr. Sappington, 
in addressing the American Confer- 
ence on Industrial Health in 1940, said 
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that the average employee lost seven 
days per year because of sickness, rep- 
resenting an aggregate wage loss of 
$1,120,000,000. When disbursements 
for medical and nursing care and hos- 
pital bills, plus the cost of losses due 
to labor turnover, idle machines, and 
other items are added, our total eco- 
nomic loss due to ill health aggregates 
$10,000,000,000 annually. 

It takes very little imagination to 
perceive that only a small improvement 
in industrial health standards in con- 
nection with control- of occupational 
diseases would more than offset the 
increased cost to industry of com- 
pensation premiums due to the addition 
of full-coverage occupational disease 
provisions to present compensation 
laws. 

The basis for the existing opposition 
to extending the laws to include com- 
pensation for diseases is the fear that, 
through loose administration, these 
laws will be interpreted to offer com- 
plete social insurance against all sick- 
ness and old-age infirmities at indus- 
try’s expense. Able administrators 
recognize this trend. In discussing this 
danger, the Chief Justice of Ontario, 
Sir William Meredith, said, “Every- 
thing depends on the constitution of the 
Board ; if it is a bad Board, the whole 
thing will be a failure.” 

It is a serious indictment of the ad- 
ministration of compensation laws that 


their extension should be retarded’ 


through the ill-considered decisions of 
the very individuals who should be most 
interested in broader coverage. Even 
increased benefits for accidental in- 
juries are being denied by legislatures 


because of the mounting costs. These 
costs are due in great ‘measure, not to 
such liberality as was contemplated in 
the laws, but to the trend in administra- 
tion of granting awards for disabilities 
not even remotely associated with 
trauma. Such procedure adversely 
affects claimants with legitimate com- 
pensable injuries. } 

Too many physicians are prone to 
follow this trend by trying to establish 
a relationship between employment and 
the common, everyday diseases of life 
and the degenerative manifestations of 
old age, never realizing that an unjust 
award, while favorable to a single 
claimant, adversely affects the more 
liberal treatment of the many. 

Organized labor also handicaps the 
extension of occupational disease legis- 
lation through its opposition to those 
control measures which are essential in 
keeping health standards on a high 
level. It is an accepted fact today that, 
with few exceptions, no man should be 
denied employment because of handi- 
caps or infirmities. However, such in- 
dividuals must be properly placed after 
a thorough appraisal of their disabili- 
ties. With preplacement and follow- 
up physical examinations under a plan 
such as that recently drafted by the 
Council on Industrial Health of the 
American Medical Association, by 
which the rights of labor are recognized 
and protected, accidents will be pre- 
vented and occupational diseases con- 
trolled. 

From an address by B. E. Kuechle 
before the Greater Chicago Safety Con- 
ference. 





e TARDINESS has been markedly decreased by removing all time cards or 
sign-in sheets at a certain hour and requiring all late employees to go to the per- 


sonnel office to obtain their cards to sign in. 


habitual offenders. 
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This is particularly effective with 


—The Hiring Line (Vol. 6, No. 10) 
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An Employee Retirement Income Plan 


G. LETOURNEAU, Inc., an 
industrial concern employing 
®@ pproximately 6,000 persons, 
recently adopted an employee retire- 
ment annuity plan which is proving 
highly satisfactory. The basic pro- 
visions of this plan, and the forms, 
records and procedures involved in its 
operation, are described in this article. 
The program adopted was based on 
a group annuity contract with an in- 
surance company, under which retire- 
ment annuities for all covered em- 
ployees are purchased by means of 
contributions from both the employer 
and the employees. The contract was 
made with an underwriter actively 
engaged in this field and offering a 
comparatively favorable and guaran- 
teed rate of interest, subject to adjust- 
ment only at five-year intervals. The 
plan complies with all pertinent regu- 
lations of the Treasury Department. 

Following is an outline of the provi- 

sions of the plan: 

1. The plan became effective on Decem- 
ber 30, 1944, subject to participation by at 
least 75 per cent of all eligible employees. 

2. An eligible employee was one con- 
tinuously employed by the company for at 
least one year prior to December 30, 1944. 
Other employees become eligible on the 
first day of the month coinciding with or 
immediately following the completion of 
one year of continuous service. 

3. Participation required agreement of 
the employee to contribute 2% per cent 
of his earnings toward purchase of his 
annuity. 

4. Beginning on the first day of the 
month following his normal retirement 
date (when he reaches age 65), he receives 
from the insurance company annually, so 
long as he lives, an amount equal to 1 per 
cent of his total earnings from the com- 
pany since December 30, 1944, this annuity 
to be paid in equal installments on the 
first day of each month. 

5. The difference between the full cost 
of the annuity and the amount contributed 
by the employee is paid by the employer. 

This will require an employer contribution 
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approximately one and one-third that of 
the employee’s. 

6. If the employee leaves the company 
at any time prior to his normal retirement 
date, ‘he has the option of withdrawing his 
own contribution in cash together with 
2 per cent compound interest, or of leaving 
his own contributions with the insurance 
company to buy a paid- up annuity. If he 
has completed 15 years’ service and has 
attained the age of 50 (which are the 
minimum vesting requirements), he may, 
if he desires, leave his contributions on 
deposit, and at normal retirement date his 
annuity will include that purchased by the 
company’s contributions up to the time of 
his leaving, as well as that purchased by 
his own contributions. 

7. In the event of his death before re- 
tirement, his beneficiary receives the total 
amount of his contributions together with 
interest. In case of his death after re- 
tirement, if he has not already received an 
aggregate amount equal to his total con- 
tributions together with interest, the bal- 
ance will be paid immediately to his 
beneficiary. 

8. An employee may, if he so desires 
and obtains the consent of the employer, 
retire on the first day of any month after 
attaining the age of 55 and receive an 
annuity based on the amount purchased by 
contributions up to that time. 

9. In recognition of past service by eli: 
gible employees as of December 30, 1944, 
the company intends to purchase at its own 
expense for each of these employees a past 
service retirement annuity equal to 1 per 
cent of his total earnings from the com- 
pany prior to December 30, 1944. Ten per 
cent of the amount necessary to purchase 
these annuities is to be accrued each ‘year 
and paid to the insurance company at the 
end of each year for 10 years or until 
the entire past service is purchased. 

10. All employees on leave of absence 
for service in the armed forces who had 
completed at least one year of employment 
prior to entering military service will have 
the privilege of entering the plan upon their 
return to active employment, and at that 
time the employer will begin to purchase 
a past service annuity for each of these 
employees. 

11. For those employees who, as of 
December 30, 1944, had passed the normal 
retirement age and were therefore not 
eligible to participate in the benefits pro- 
vided by the contract with the insurance 
company, the employer is making actuari- 
ally computed single-sum dismissal pay- 
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ments based on the employee’s earnings to 
his retirement, which must be on or before 
December 31, 1945. 

12. When an employee leaves prior to 
his vesting date, or if he leaves after his 
vesting date and withdraws his own con- 
tribution, then the contributions which have 
been made by the employer on behalf of 
that employee are returned to the employer 
in the form of credits which may be 
applied at any time on the employer’s 
future service costs. 


The plan embodies many features 
that operate favorably for both the em- 
ployer and employee : 


1. A stable and adequate interest rate 
is assured on all contributions. 

2. Employees contribute as well as the 
employer. This encourages thrift on the 
part of the employee and gives him an 
additional opportunity and incentive to 
save. 

3. The employer’s costs stop when an 
employee dies, retires or leaves the com- 


pany. 

4. There is no discrimination among 
employees; each employee’s contributions 
and benefits are in direct proportion to 
his earnings from the company. 

5.. Equitable provision is made for rec- 
ognition of past service of eligible em- 
ployees, for those on leave of absence, and 
for those too old to participate in the plan. 

6. Each employee has access at all times 
to complete information concerning his 
contributions, his accrued benefits, and 
every detail of the operation of the plan. 
A booklet completely and clearly describ- 
ing the manner of operation is furnished 
each employee, and the payroll department 
maintains an individual earnings record 
card, from which it is possible to tell each 
employee at any moment the amount of his 
accrued annuity and the amount of the 
employer’s contributions. 


Departmental activities in connec- 
tion with installing and operating the 
plan began with the payroll depart- 
ment’s preparing from addressograph 
plates an acceptance and payroll de- 
duction authority card for every em- 
ployee on the payroll as of December 
30, 1944. These cards were turned 
over to the personnel department to 
department to determine eligible em- 
Ployees and file others according to 
ligibility date. The signatures oi 
tligible employees electing to partici- 
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pate were then secured, and all cards 
were audited. The payroll department 
placed a symbol on the addressograph 
plate of each participant to signify that 
an authorized payroll deduction is re- 
quired each pay period. 

The accounting department then 
prepared for the insurance company a 
schedule of employees for registration. 
This schedule provided space for the 
assignment of a certificate number for 
each employee, for each employee’s full 
name, sex, name of beneficiary, date 
of birth, date employed, and _ total 
earnings prior to December 30, 1944. 
This last item is important in that it 


. is the basis from which is computed 


the exact past service annuity to be 
purchased wholly at the expense of the 
employer. 

The accounting procedures are 
simple. Employee contributions are 
credited to a clearing account, which is 
debited and cash credited as payments 
are made to the insurance company. 
Employer contributions toward the 
purchases of both past and future ser- 
vice benefits are charged to an expense 
account. This expense is apportioned 
90 per cent to manufacturing expense 
and 10 per cent to general and admin- 
istrative expense. This apportionment 
was the result of an analysis and will 
approach actual experience closely 
enough for practical purposes. It is 
subject to review every six months. 
The employer’s contributions toward 
past service benefits are credited to 
one account, which is cleared annually ; 
and contributions toward future bene- 
fits are credited to another account, 
cleared monthly. In each case the credit 
is to cash as payment is made to the 
insurance company. At the end of 


‘each year, an annual accounting is 


made with the insurance company and 
an inventory of total payments for 
each employee is prepared. 








The plan is so flexible that an em- 
ployee retiring before he is entitled to 
receive his primary insurance benefit 
(payable to him alone) under the 
Federal Social Security Act may elect 
to have his retirement annuity under 
the plan adjusted to provide an ap- 
proximately uniform income through- 
out the rest of his lifetime. This may 





be done by providing for larger retire. 
ment annuity payments commencing at 
his retirement date, to be reduced after 
his sixty-fifth birthday by the amount 
of the monthly primary insurance 
benefit he will then receive under the 
Social Security Act. By Davin W. 
Covey. N.A.C.A. Bulletin, June 15, 
1945, p. 958:8. 
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Tue Future or Economic Society. 
By Roy Glenday. The Macmillan 
Company, New York, 1945. 320 
pages. $4.00. 


Reviewed by Lewis H. Haney* 


In the light of English political con- 
ditions and the strained relations be- 
tween the United States of America 
and the Union of Soviet Socialist Re- 
publics, Mr. Glenday’s ideas about the 
future of economic society are most 
interesting. In the last analysis, his 
book comes down to being a defense of 
the Russian economic system and an 
attack on the system now existing in 
the United States. The two, Mr. Glen- 
day holds to be strictly incompatible. 

Perhaps most interesting to Ameri- 
can readers should be the indication 
that the Keynesian New Deal system 
of pump-priming and public works is 
regarded as a failure and that “state 
socialism” is just the last gasp of a dy- 
ing capitalism. Incidentally, the old 
“underconsumption,” or ‘‘oversaving,” 
theory of depressions is abandoned in 
form. Mr. Glenday, however, regards 
all economic troubles as coming to a 


* Professor of Economics, New York University. 
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head in the form of surpluses which 
are due to overproduction. He would 
quit trying to give people more pur- 
chasing power to enable them to buy 
the surpluses. Instead he would com- 
munize production, and control popu- 
lation and consumption. 

This leads to the old tendency to 
break society down into self-contained 
and self-sufficient groups of “con- 
venient size.” 

Incidentally, too, this requires that 
individuals be motivated in some other 
way than paying them the market value 
of their services. So Mr. Glenday sug- 
gests that they be ordered about in 
communal armies from one job to 
another according to the “communal 
need,” and be rewarded in some way 
according to “their ranks in their in- 
dustrial group.” Some bonuses, how- 
ever, may be given for extra individual 
effort, “if deemed desirable” (p. 233). 
The gist of his theory appears in the 
chapter entitled “Towards the Service 
State.” 

The book is not science; it really 
abhors science. It frankly deals with 
the question, How?, not the question, 
Why? Accordingly, while there is 
much talk about the reasons for break- 
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downs and failures, the author is very 
weak in analyzing causation, and long 
in advocating policies and reforms. 
The book deals with the “problem” of 
constructing a stable economic system 
of “convenient” size. Of course, this 
assumes that the builders know how to 
make their structure stable, and are to 
be the sole judge of what is “con- 
venient.” 

There is a theory of history here 
which in some ways reminds one of 
Marx and in others of List. Mr. 
Glenday does not believe in evolution: 
to him history is a series of “discon- 
tinuous breaks” followed by “outbursts 
of change.” Really he wants to make 
history a sort of great circle, since he 
begins it with local self-sufficient units, 
which build up national and interna- 
tional groups’ based on _ large-scale 
operations and division of labor; and 
then break down (according to Mr. 
Glenday) so badly that we must go 
lack to self-sustaining groups of “con- 
venient” size, the members of which 
receive their livelihood on the basis of 
communal “needs.” Of course, in the 
background there must be the idea of 
authority, though Mr. Glenday care- 
lully keeps this concealed. 

Perhaps the fundamental weakness 
inthe analysis lies in the question of 
whether it is the economic institutional 
framework which is responsible for the 
breakdown which Mr. Glenday sees on 
all hands, or whether it is the ideas of 
the men who have built these institu- 
tions. Most of the time one gets the 
impression that the trouble is with the 
framework of the present economic 
system. But at one or two points it 
laks out that the basic cause of the 
breakdown is not the system but the 
“idea” on which the system is built, 
tamely the “individual pursuit of 
wealth.” In the final analysis, it is 
probable that the book under review 
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represents an attack on the individual 
pursuit of wealth more than on any 
other concept. ' 


Accordingly it attacks liberal eco- 
nomics and the competitive individual- 
istic system. It holds that the American 
system is doomed—that American capi- 
talism is committing suicide through 
large-scale operations which lead to 
progressive concentration of industry. 


About all one can say for this sort 
of thing is that at least it has the merit 
of recognizing by implication that if 
the revolutionary changes which it calls 
for are to be effective, they must be 
based upon a change in the attitude of 
individuals. This, of course, brings up 
the question, How drastic and how pro- 
longed must coercion be to effect such 
a revolutionary change. in individual 
motivation ? 


One amusing aspect of the book, it 
seems to the reviewer, is the suggestion 
that if unemployment develops in the 
self-sustaining groups of “convenient” 
size, it is to be regarded as “leisure.” 
Everybody is to quit thinking about it 
as unemployment and start playing 
baseball or something ! 


Another thought, of more serious 
implication, is that the idleness of the 
group’s plant and equipment (capital) 
—while the mobilized individuals are 
playing baseball—is to be regarded as 
a sort of advantage: it is the inanimate 
factories that would suffer from peri- 
odic idleness, “not the human beings 
who work them, as now” (p. 234). 


Incidentally, Mr. Glenday believes 
that both capitalism and international- 
ism are doomed. My guess is that he 
looks forward to a world divided into 
self-sustaining soviet-like groups of 
“convenient” size, in which no doubt 
there would be full employment—if 
you count organized leisure as employ- 
ment. 








SIMPLIFIED TiME Stupy. By H. J. 
Myers. The Ronald, Press Com- 
pany, New York, 1944. 140 pages. 
$2.50. 


Reviewed by Clifton H. Cox* 


Time study technicians have long 
recognized that no wage incentive in- 
stallation could be wholly successful 
unless the basic principles of time study 
were clearly understood by all those 
affected by the installation. They have 
emphasized that, in order to remove 
fear and suspicion of time study, the 
employees involved would have to 
learn the “why” and “how” of time 
study procedures. 


For many years time study literature 
has lacked a book that reduced the 
techniques, of this art to common-sense 
language which could be_ readily 
grasped by students, production super- 
visors, shop stewards, cost men, mana- 
gers, etc. While many authors have 
sought to provide text material for this 
educational job, most of them unfor- 
tunately have given but cursory treat- 
ment to fundamentals and have dashed 
hurriedly into a complex discussion of 
their own specialty or pet theory— 
with the result that the “beginner” or 
“learner” was left floundering from 
page 10 to page 637. 

Myers’ new contribution in this field 
does a remarkable job of removing the 
mystery and hocus-pocus from every 
phase of time study, from stop-watch 
reading to the accumulation of stand- 
ard data. The book also includes a 
concise statement of the basic principles 
and uses of micromotion study. 

This book could be profitably em- 
ployed as a text for a series of train- 
ing sessions on the subject, or it might 
be given to members of the interested 
groups for perusal preparatory to a 
general “question and answer” or 


* Industrial Engineer, American Type Founders, Inc. 
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“demonstration” type conference. Each 
step in preparing, taking and using a 
time study is outlined in careful detail 
and in highly readable language. 

The method of presentation em- 
ployed is well exemplified in the fol- 
lowing excerpt: 


Steps IN TAKING A TIME Stupy.—The 
following condensed summary of procedure 
will be found helpful: 


1. 
2. 


Arrange and prepare time study equip- 
ment. 

Stand in proper position with respect 
to operator. (Preferably stand 8 or 
10 feet to the rear and a little to one 
side of the operator. Do not stand in 
front of the operator if it can be 
avoided. ) 


. Divide the job into its elements and 


arrange them advantageously on the 
sheet. 

(a) Make elements as short as pos- 
sible without interfering with 
accurate observations. 

(b) Describe elements exactly. 

(c) Assign numbers to the elements 
in order of their first occur- 
rences, as 1, 2, 3, 4, etc. Ifan 
element is repeated after its first 
occurrence, use the same num- 
ber that was first used. 

At the beginning of the first element 
to be included in the study, start the 
hour-decimal watch and read the time 
of day on the ordinary watch. 


. Record the time of day started in the 


space provided on the time study 

sheet: ; 

Record the hour-decimal watch read- 

ings. 

(a) At the completion of element |, 
record the watch reading on the 
first line in column 1 in the 
lower half of the space; the 
reading at the end of element 2 
in column 1; and so on. ' 

(b) Record only the necessary sig- 
nificant figures. 

(c) Allow the watch to run con- 
tinuously. 

(d) At the completion of the first 
piece, allow the watch to mm 
and return to column 2, follow- 
ing the same procedure for the 
second piece as for the first. 

(e) Record variations of sequence 
when the occasion arises and in 
accordance with the met 
previously described under “ele- 
ments performed out of order, 
and illustrated on time 
form. 
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7. Study a sufficient number of pieces to 
insure a set of data which is repre- 
sentative of the work. 

8. At the completion of the last element 
to be included in the study, record the 
time of day as indicated on the ordi- 
nary watch in the space “Study 
Finished” in the space provided on the 
sheet. 

9. Make a note of effort and skill on the 
front of the sheet by checking the 
term that applies. 

10. Sign and date the time study. 

11. Calculate the time study by applying 
the leveling factor to the elemental 
times and adding the allowances. 

12. Accumulate figures for Standard 
Data. 

Non-technical case examples, which 
are found throughout the text, help to 
drive home the recommended tech- 
niques and procedures. Naturally, only 
one method of using equipment, re- 
cording readings and ratings, and 
calculating data is described, but this 
method is sufficiently general to give 
the reader a broad understanding of 
principles. 

The author makes no claim that 
mere reading of his book will produce 
finished time study men or rate-setters ; 
he believes that time standards should 
be set by experienced people who have 
undergone a period of “learning by 
doing.” He recognizes that the un- 
savory reputation of some time study 
applications was due in large measure 
to the fact that rates and production 
were set by means of a stop watch by 
people who were unaware of the im- 
portance of “rating” and “leveling”’ the 
watch readings. 

The chapters on Leveling Factors, 
Allowances, and Time Study Calcula- 
tions are unusually well organized and 
intelligibly written. Detailed explana- 
tions of the various degrees of “Skill” 
and “Effort” make these phases of the 
work easy to comprehend. 

Beginners, learners, and others who 
need to know the basic principles and 


mechanics of time study, but who do. 
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not have to master its technical refine- 
ments, would do well to start their 
education by reading this volume from 
cover to cover. 


MANAGEMENT OF INSPECTION AND 
Qua tity Controt. By J. M. Juran. 
Harper & Brothers, New York, 1945. 
233 pages. $3.00. 


Reviewed by Franklin S. Atwater 


If experiments at the Midvale and 
Bethlehem steel companies under the 
guidance of F. W. Taylor once touched 
off the spark that led to the “scientific 
management movement,” and if the 
bricklaying trade helped F. B. Gilbreth 
develop the science of motion economy, 
so also may the Bell System (Bell Tele- 
phone Laboratories and Western Elec- 
tric) and its engineering personnel take 
credit for breeding an equally important 
science: that of quality control. Cer- 
tainly in recent years a wealth of litera- 
ture on the subject has emanated from 
this source, the most current of: the 
series being a volume entitled Manage- 
ment of Inspection and Quality Con- 
trol, by J. M. Juran. 

This book is offered to executives, 
engineers and shop inspection super- 
visors as a practical text on the new 
profession of “inspection engineering.” 
It covers the areas of quality specifica- 
tions, measurement and conformance 
through inspection, accuracy of inspec- 
tors, application of sampling techni- 
ques, organization for inspection, and 
the impact of quality control on plant 
operation. The entire volume takes a 
non-technical approach, since the author 
reasons that the engineering of inspec- 
tion instruments and the techniques of 
statistical controls have been well cov- 
ered in literature already available. 
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On the whole, the book is well or- 
ganized, and it thoroughly treats the 
subjects covered. Noteworthy are the 
author’s repeated references to the 
similarity between the principles of in- 
spection and public law enforcement 
which aptly document his discussion of 
inspection problems.’ Also, far from 
being carried overboard by zeal for 
statistical sampling and control charts, 
the author readily admits their limita- 
tions and ably defines their areas of 
usefulness. 

However, in his treatment of some 
specific inspection problems, Mr. Juran 
is on somewhat more dangerous 
ground. For example, he suggests that 
the purchasing department may prop- 
erly determine that an inspector should 
not reject a lot of material received from 
“a favored supplier” even though the 
lot clearly fails to meet technical stand- 
ards. Or again, in the case of border- 


line material, he recommends as “good 
policy” that the foremen go through 
the motions of junking the material, 
after which he says “there need be no 
hesitancy in considering the acceptance 
of usable borderline product.” It is to 
be wondered how a piecework operator 
who was paid only for the good pieces 
would look upon such hocus-pocus and 
the subsequent use of material he pro- 
duced but for which he was not paid! 
Finally, the author’s suggested tacties 
for conducting a scrap campaign and . 
introducing quality-control techniques 
are convincing to the practical shopman 
until he suggests commemorative din- 
ners, graduation diplomas, and a “gala 
atmosphere.” 

Nevertheless, the shortcomings of the 
book are relatively minor, and there 
should be a place for it in the library 
6f any quality-minded shop executive. 


Company Sfores 


CCORDING to statistics provided by the National Industrial Stores Associa- 

tion in March, 1945, there were approximately 4.200 industrial stores in the 

United States in 1944, with an annual turnover of $1,100,000.000. More than two- 

thirds of the stores belonged to coal operators, about 15 per cent to lumber 
concerns, while the remainder were owned by miscellaneous enterprises. 

Company stores today carry not only food but frequently also sell such items 

as house furnishings, electrical appliances, hardware, wearing apparel, cosmetics 


and drugs. 


While formerly company stores were established chiefly in isolated 


communities where other purchasing facilities were not available, during the war 
period they have been established in plants as conveniences to workers who find 
public stores either crowded or closed during the periods in which they are free 
to shop. 

In some instances company stores are operated by employees’ associations. 
A store at Consolidated Vultee Aircraft Corporation, Vultee Field Division, for 
example, is operated by the employees’ club, which uses the profits for recreational 
activities. Among the items carried are tools, men’s furnishings, women’s sport 
suits. lingerie, work slacks, hose, shoes, watches, cosmetics and auto accessories. 

The Servel Employees’ Association, at Servel, Inc., Evansville, Indiana, main- 
tains a store within the plant where employees may purchase articles that are 
needed in the course of their work. The merchandise includes gloves, goggles, 
uniforms for women, and shirts and trousers for men. In addition, the store sells 
candy, gum, soft drinks and milk. Articles may be purchased through a payroll 
deduction if a purchase amounts to 25 cents or more. 

For the convenience of war workers, department stores in large cities have 
set up branches in industrial plants which lie within their delivery areas. At such 
branch stores emnloyees usually order from samples, and the merchandise is 
delivered to their homes. 

—The Management Almanac: 1945 (National Industrial Conference Board) 
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